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who refuses to 
spend another year 


getting nowhere! 


Where is your Business “Blind Spot"? 


Expert though you may be in one department, a working knowledge of the whole 


structure Of business is vital to your success. 


knowledge can preclude you from promotion that otherwise might be yours. 


can start taking the first step forward today by pre- 
paring yourself for greater success in business. 


The Trained Executive Has No Blind Spots 

The H.R.I. Business Administration Course and Service for 
Executives is designed for busy adults who recognise the 
necessity of understanding not one—but all four—(Pro- 
duction, Distribution, Finance and Administration)—of the 
important departments of every business and industry. 
The Course and Service is practical, intensive and scientific. 
Numerous top executives of world-wide repute contribute 
the wealth of their experience. They map the way for you 
to extend your knowledge to every department — the way 
to overcome the handicap of the business “blind spot”. 
Step out of the rut, start today on the road to success! 


One “blind spot” in your business 


You 








The H.R.I. Business Administration 

Course and Service is practical, inten- 

sive and scientific. 

The 20 text volumes of the course, pro- 

fusely illustrated, and fabric bound, 

cover: 

Business Organization — Business and 

the Man — Marketing — Advertising | 
Principles — Advertising Campaigns — 

Personnel Management — Office Admin- 

istration — Business Letters and Com- 

munications — Accounting Principles — 

Credit and Collections — Salesmanship 

— Sales Management — Factory Manage- 

ment — Production Control — Cost 

Finding — Financial and Business State | 
ments — Budgetary Control — Invest | 
ment and Speculation — Economics — | 
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We extend to executives—and those of executive potential—a cordial invitation to write for our 
free informative brochure, “‘Business Administration”, or call at our nearest office in any capital city. 


Hemingway Robertson Institute 2 


Consulting Accountants . . . Professional Tutors 


BANK PLACE - 
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MELBOURNE (Tele. MY 1671) 


SYDNEY (Tele. BX 3587) 


Offices all Capital Cities, Geelong, Newcastle and Launceston 
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This Changing World 


RAVELLING by air one can have 

breakfast in New York and be in 
London in time for dinner; Sydney to 
San Francisco takes only fifteen hours, 
and Melbourne to London, thirty hours. 
These examples of today’s jet plane 
services indicate how the world is 
shrinking in terms of time and space so 
that everybody is our neighbour. 


Such speed and ease of travel, plus 
the almost instantaneous dissemination 
of news and information, are constantly 
increasing opportunities for international 
trade and the extension of business in- 
terests beyond the shores of individual 
countries. The economic fortunes or 
misfortunes of any one country are now 
of immediate interest to the rest of the 
world. It is important, however, that 
international opinions about the econ- 
omic status of each country, its busi- 
ness opportunities and _ possibilities, 
should be based on information from 
reliable sources and that it be trans- 
mitted in understandable terms. 


Considerable difficulty has arisen in 
arriving at these understandable terms 
owing to differences between the stand- 
ards of various national groups. In these 
days of increasing world trade and inter- 
national collaboration there is a real 
need to foster the development of com- 
mon standards of reference. 


Because financial reporting comprises 
so much of the information on which 
decisions are based, accountants are 
particularly concerned with the prob- 
lem of differing standards. Management 
at all levels of business activity has come 
to rely more and more on the financial 
reporting of accountants. In consequence 
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the responsibility of the accountant in 
this respect has grown tremendously in 
recent years and when this is considered 
in relation to international activities its 
importance becomes even more appar- 
ent. 

Appreciation of this point is evident 
in the framing of the programme of tech- 
nical subjects for the Asian and Pacific 
Accounting Convention, the fourth tech- 
nical session of which on Wednesday, 
April 6, has as its subject, “Accounting 
and Auditing Standards”. Members at- 
tending this session will have the oppor- 
tunity of hearing this topic discussed 
on the basis of eight papers contributed 
by overseas and Australian accountants. 


That this problem is also claiming at- 
tention abroad is indicated by the follow- 
ing excerpt from the November 1959 
issue of The Journal of Accountancy: 


“An important step in this direction is the 
growth of friendly relations among account- 
ants themselves, throughout the world. In 
1962, the United States will be host to the 
Eighth International Accounting Congress, 
whose theme will be ‘Auditing and Financial 
Reporting in the World Economy.’ The Sixth 
Inter-American Accounting Conference will 
be held in New York at the same time, and 
in the meantime the American Institute will 
be represented at the Asian and Pacific Ac- 
counting Convention in Australia .. . 


“These are constructive approaches to the 
vital problem of building international trade 
and international investment. The only sound 
basis for this growth is mutual confidence, 
founded on free exchange of financial infor- 
mation. Independent accountants in the United 
States and throughout the world have an 
indispensable part to play in creating this 
confidence. 


“Once it is established, a flood of private 
investment abroad—and foreign investment 
in this country—is almost sure to follow. This 
will be genuine investment in peace, because 
it will create ties of mutual advantage which 
will provide a permanent common stake in 
the preservation of peace.” 
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Asian and Pacific Accounting Convention 


HE sponsoring bodies for the Asian 

and Pacific Accounting Convention 
to be held in Melbourne on April 4 to 7 
this year have been honoured by the 
gracious acceptance by the Governor 
of Victoria, His Excellency Sir Dallas 
Brooks, K.C.B., K.C.M.G., K.C.V.O., 
D.S.O., of the invitation to open the Con- 
vention 


An address of welcome will be deliv- 
ered by the Convention President—Mr. 
J. W. Peden. Following this, an oration 
will be given by the Chief Justice of 
the High Court of Australia, the Rt. Hon. 
Sir Owen Dixon, K.C.M.G., G.C.M.G., 
M.A., LL.B., Q.C. 


The official opening ceremony will take 
place at Wilson Hall, Melbourne Uni- 
versity at 10 a.m. on Monday, April 4. 


The presence of more than seventy 
delegates from seventeen Asian and 
Pacific countries and representing some 
30 accounting organisations will make 
the opening a most auspicious occasion. 


As members may be accompanied by 
their wives for this function it is antici- 
pated that the facilities at Wilson Hall 
will be taxed to accommodate all those 
who desire to be present. 


The official opening will give members 
their first opportunity to meet overseas 
delegates and interstate visitors. How- 
ever, during the busy first day of the 
Convention, the luncheon at the Royale 
Ballroom, the first technical session at 
Wilson Hall and the reception and buffet 
dinner at Union House, Melbourne 
University, will provide plenty of oppor- 
tunities for members and our distin- 
guished visitors to meet under the 
happiest conditions. 


The four technical sessions, of course, 
will be of paramount interest for all 
attending. The four main subject cate- 
gories, “Accounting Methods”, “Finan- 
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cial Planning and Control”, “The 
Accountant and Pricing Policy” and 
“Accounting and Auditing Standards” 
cover topics of immediate and real signi- 
ficance. Choice of these subjects has 
enabled the authors of papers, in the 
various parts of the subjects assigned 
to them, to provide a wealth of material, 
factual and controversial, which cannot 
fail to arouse considerable discussion at 
every technical session. Out of this free 
exchange of experiences and ideas must 
emerge data of great help to all attending. 


Other Activities 

By this time all members will have 
received the brochure setting out the 
complete details of the Convention pro- 
gramme and reference to this will indicate 
that the social activities include the Con- 
vention Dinner at the Mural Hall of the 
Myer Emporium, inspection of industries 
and the full-day visit to Yallourn. The 
dinner will be on a grand scale and will 
provide those present with the oppor- 
tunity to enjcy an excellent menu as well 
as interesting addresses by outstanding 
speakers. The industrial inspections and 
Yallourn visit will enable members to 
see under ideal conditions some of the 
more important aspects of the State's 
development. 


Registration 

Members who intend to attend the 
Convention are reminded that the closing 
date for registration is 29 February. It 
is essential for the efficient organisation 
of the Convention that members complete 
the registration form included in the 
brochure sent to all members. 


Accompanied by a remittance for the 
total amount involved (covering regis- 
tration fee and charges for particular 
events), the registration form should 
be forwarded promptly to the General 
Secretary, A.P.A.C., 37 Queen Street, 
Melbourne. 
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Delegates to Convention 


T this stage in the organisation of 

the Asian and Pacific Accounting 
Convention the sponsoring bodies are 
happy in the knowledge that the Con- 
vention will be fully representative of 
the Asian and Pacific area and that it 
will be truly international in character. 
This gratifying situation results from the 
excellent response to the invitations ex- 
tended to accounting organisations in the 
countries neighbouring Australia to be 
represented at the Convention. It means 
that some seventy delegates will be visit- 
ing Australia, exchanging their ideas and 
sharing their knowledge and experience 
with other visiting accountants and with 
their Australian counterparts. 


Included in this issue of The Australian 
Accountant are some notes so far re- 
ceived about delegates who will attend. 
These include delegates from Canada, 
Ceylon, China, Hong Kong, India, Japan, 
Malaya, New Zealand, Thailand and the 
U.S.A. 


It will net be possible in the time 
now available before the Convention to 
publish in the journal the biographies 
of all the delegates, but a complete 
“Who’s Who” of delegates will appear 
in the programme supplied to each mem- 
ber of the sponsoring bodies who reg- 
ister for the Convention. 


The brief biographies set out below 
will indicate to readers of the journal 
something of our visitors’ place in the 
accounting and commercial activities of 
their own countries. 


WILSON, JOHN A., F.C.A. (Canadian 
Institute of Chartered Accountants). A 
partner in the firm of Messrs. Touche, Ross, 
Bailey and Smart, chartered accountants. First 
vice-president of the Canadian Institute of 
Chartered Accountants. Has been president 
of the Ontario Institute of Chartered Account- 
ants and chairman of the Canadian Tax 
Foundation. Author of Conference paper, 
“Independence in Public Practice”, and Con- 
vention paper, “Punched Card and Electronic 
Data Processing”. 


SATCHITHANANDA, KUMARASWAMY, 
B.Sc. (London), F.C.A. (Eng.). (Accountancy 
Board of Ceylon). Precedent partner, Satchi- 
thananda, Schokman, Wijeyeratne & Co., 
chartered accountants. Was accountant, De- 
partment of Commerce and Industries, 1940-5. 
Official Receiver, District Court, Colombo, 
from 1942. In active practice since 1945. 
Served as accountant member of the Company 
Law Reforms Commission, and Commission 
on Banking, Insurance, and Accountants and 
Auditors, 1948-50. Member of the Fares 
Board (1959) set up under the Ceylon Motor 
Transport Act, 1957. Appointed member of 
Government Hospital Lotteries Board in July, 
1959. 


HSIEH, Hung-Tsou, B.A., C.P.A. (Repre- 
sentative of the Government of the Republic 
of China). Controller in the Taiwan Alu- 
minium Corporation Ltd. Has been auditor, 
Foreign Exchange and Foreign Trade Con- 
trol Commission, and assistant manager, the 
Farmers Bank of China (Kwangtung Branch). 





Conference of Official Delegates at Canberra 


r addition to the Convention, there 
will be a Conference of official dele- 
gates in Canberra from March 31 to 
April 2. 


The Prime Minister of Australia, the 
Rt. Hon. R. G. Menzies, C.H., LL.M., 
Q.C., has kindly agreed to open the 
important official discussions of the 
Conference. Later, delegates will be 
tendered a Governmental reception in 
the House of Representatives. 
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Attendance at the Conference, which 
is to be held in the Academy of Science 
Building, is confined to three official 
representatives only from each organi- 
sation participating. The main aim of 
the Conference is to conduct a round- 
table discussion on institutional matters 
relative to the functions, organisation 
and activities of associations of account- 
ants. Other topics include: independ- 
ence in accounting practice and the 
education and training of accountants. 
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Author of Convention paper, “Control of 
Investments in Inventories)”. 


MAR FAN, Charles, F.A.C.C.A., F.A.S.A. 
(Hong Kong Society of the Association of 
Certified and Corporate Accountants). Prin- 
cipal, Mar Fan & Co., certified accountants 
and chartered secretaries, taxation and cost 
consultants. Has been assistant assessor, 
Inland Revenue Department, Hong Kong 
Government. Chairman of board of directors, 
The Sincere Life Assurance Co. Ltd., Hong 
Kong. Has held a number of directorships. 
Member, Hong Kong Authorised Auditors’ 
Board. Chairman of the Society of Chinese 
Accountants and Auditors, Hong Kong. 
Council member of the Hong Kong Society 
of the A.C.C.A. Fellow of several Societies 
and Institutes, including the Institute of Tax- 
ation (England). 


KALISWARAN, S., G.D.A., F.C.A. (Insti- 
tute of Chartered Accountants of India). Has 
practised in Bangalore since 1941 as a char- 
tered accountant. Has worked with the char- 
tered accounting firms of Cornelius Logan 
and Co. and Ford, Rhodes, Thornton and Co. 
Had auditing experience in Madurai and 
Madras. Active worker for the welfare of 
accountants. Founder (1957) and first presi- 
dent of the Mysore State Chartered Account- 
ants’ Association, Bangalore. Connected with 
various cultural associations in Bangalore and 
Madras, and chairman of the Membership 
Committee of the Lions Club of Bangalore. 
Author of Conference paper, “Independence 
in Accounting Practice”. 


FOYE, ARTHUR BEVINS, B.C.S., C.P.A. 
(American Institute of Certified Public Ac- 
countants). With Haskins & Sells, C.P.A.’s, 
since 1918; partner since 1923; senior part- 
ner, 1947-1956. Instructor in accounting, New 
York University, 1915-17. Past-president of 
the American Institute of C.P.A.’s, and the 
New York State Society of C.P.A.’s. President 
of the Haskins & Sells Foundation. Member of 
the board of trustees of New York University. 
Member of the survey group on Great Britain 
of the Mutual Security Agency. Director of 
the Population Reference Bureau. Chairman 
of the Eighth National Conference on 
UNESCO. Holds executive positions in a 
number of other international bodies. Re- 
ceived the American Institute’s Distinguished 
Service Award, 1957 and the Madden Memo- 
rial Award and the Medallion Award, New 
York University. Ohio University Accounting 
Hall of Fame. Author of Conference paper, 
“Functions, Organisation and Activities of 
Associations of Accountants”. 


VELAYO, ALFREDO M., B.Sc., C.P.A. 
(Philippine Institute of Accountants). Partner 
in SyCip, Gorres, Velayo & Co., C.P.A.’s. 
With Clarke and Larkin, C.P.A.’s, Manila, 
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1940-1. Lecturer and C.P.A. reviewer, Uni- 
versity of the East, 1947-51. Chairman, 
Board of Accountancy, Philippines. (A _ goy- 
ernment board which holds examinations for 
C.P.A.’s and regulates the practice of account- 
ancy in the Philippines). President of the 
P.IL.A., 1959. International Associate of the 
American Institute of C.P.A.’s since 1954 
Member of the American Accounting Associ- 
ation and chairman, Membership Committee, 
Philippines, 1958. Director of the Advanced 
Management Association of the Far East 
Author of various articles in The Accountants 
Journal, Philippines. Voted outstanding ac- 
countant in the field of public practice for 
1954 (Philippine Institute of Accountants 
Award). Author of Convention paper, “Prob- 
lems of Achieving National and International 
Acceptance of Accounting and Auditing Stan- 
dards”. 


SOMBATI, LECK BURANA (The Assozi- 
ation of Certified Accountants of Thailand) 
Senior partner of Leck Burana Sombati & 
Co., accountants and auditors. Founder and 
principal of the Bangkok Institute of Account- 
ants. Member of a number of other bodies. 
including the United Nations Association of 
Thailand. Author of several books in the 
Thai language. Honoured by H. M. the 
Thai Government with the Royal Medal 
Benjamaporn. 


TAGUCHI, HIDEO, C.P.A. (Japanese Insti- 
tute of Certified Public Accountants).  In- 
structor at Toyo Women’s Junior College. 
Graduate of Hitotobashi University. Member 
of the Japanese Institute’s International Affairs 
Committee. Author of Convention paper, 
“Control Through Accounting”. 


PEREIRA, ELIAS, B.Com. (Q'id.), 
A.A.U.Q., B.Sc. (Economics), A.A.S.A. (Aus- 
tralian Society of Accountants, Singapore 
Group). Partner, E. Pereira & Co., public 
accountants. Has been: Assistant, Imports 
Exports Department, Messrs. Hoare & Co. 
Ltd., Engineering Works; Works Accountant, 
Clayton, Sons & Co., oil fuel installations; 
statistician, Department of Civil Aviation, 
Government of Singapore; and Accountant. 
City Electricity Department, Singapore City 
Council. 


FIPPARD, N.B., M.B.E., F.P.A.N.Z. (New 
Zealand Society of Accountants). Partner, 
McCulloch, Butler and Spence, public account- 
ants. Member of the Society’s Council and 
chairman of its Long Term Education Com- 
mittee. Chairman of the governing board of 
the Hastings High School. An authority on 
farm accounting. Author of Convention 
paper, “Education and Training of Account- 
ants”. 
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Financial Notes 
By R. F. ARTHUR, A.A.S.A, 


OST business and financial predic- 

tions for 1960 were most optimistic. 
So far the anticipations have been real- 
ised; the year had begun very well. Also, 
the first month of 1960 has been event- 
ful as well as promising. On the indica- 
tions of January the year will be one 
of interesting development. With the 
basic business indicators pointing toward 
prosperous conditions there has been a 
strong feeling of confidence supporting 
the endeavours of most businesses. 


One direct consequence of the firm 
outlook has been a fresh burst of “take- 
over fever”. Business will be good but 
it appears that it will not be easy. More 
than ever before the strong will be out 
to devour the weak. Furthermore Jan- 
uary has shown us that the mere posses- 
sion of a yen for the aggressive role in 
a take-over is no insurance against be- 
ing taken over. The Sydney company, 
Australian Wool Brokers and Produce 
Co. Ltd. was bid for almost at the 
very time that the company itself was 
bidding for another company. 

But, first, some of the basic develop- 
ments of the past month. 


+ + + 


OR the first six months of the current 

financial year Australia had a favour- 
able trade balance of £40.2 million com- 
pared with a deficit of £15.2 million in 
the corresponding period in 1958. 


More important than this figure was 
the trend. December was the fourth suc- 
cessive month in which Australia had a 
favourable trade balance (there were 
deficits in two of the corresponding four 
months in 1958) and the trade surplus 
for December was the biggest for a single 
month since October, 1957. 


_ Wool was the biggest single outstand- 
ing factor. Greater shipments and higher 
prices for this commodity accounted for 
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almost all of the increase in export earn- 
ings. In the five months to November, 
wool exports earned £35 million more 
than in the corresponding period in 1958. 


Imports were higher following the re- 
laxations in import restrictions in August. 
This trend will increase because of the 
additional relaxations which came into 
force from December 1. The details for 
the six months to December 31 are: Ex- 
port earnings £471.6 million (against 
£383 million for the corresponding six 
months of the previous year), imports 
£431.4 million against £398.5 million. 


+ + + 


ge preeagon with all of this optimism 
there has been increasing thought 
given to the menace of a mounting infla- 
tion danger. 


The National Bank spoke strongly on 
the matter by saying in its regular 
monthly summary, “Australia needs to 
keep clearly in mind that it is facing a 
cost inflation which may hinder the vital 
objective of expanding exports”. Exces- 
sive spending pressure on available goods 
and services is not the prevailing con- 
dition, the bank stated. Current price 
movements are largely the outcome of 
higher money costs following last year’s 
big basic wage rise. 

The president of the Associated 
Chambers of Commerce, Mr. lan Con- 
nell, also spoke on the cost inflation 
theme in the Chamber’s official journal. 
He urged that the major remedy was 
not the limiting of spending power. He 
said that the advocates of higher taxation 
obviously ignored the fact that this would 
still leave the Australian cost structure 
dangerously high—and by dampening in- 
centives would even magnify the prob- 
lem. 

On the practical side, Mr. Connell 
had a few suggestions to make. He said 
there is much the Government can do, 
and must do, to prevent continuing ris- 
ing costs undermining our economic 
strength. “More liberal depreciation al- 
lowances would encourage increased 
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productivity through the modernisation 
of buildings, plant and equipment and 
a much needed attack on costs could 
be made by the complete abolition of 
payroll tax,” Mr. Connell said. 


+ + + 


NE answer has already been effected 

in the form of restriction of bank ad- 
vances. The recent raising of the statu- 
tory reserve deposit ratio of the trading 
banks by one per cent to 17.5 per cent 
will take about £18 million of bank 
deposits out of public hands. 


The action was described by Dr. 
Coombs, Governor of the Reserve Bank, 
as a further stage in the programme of 
absorbing excess bank liquidity which 
was commenced with the October and 
November calls. Total calls since October 
will thus be about £55 million. 


The outcome of this anti-inflationary 
move is obvious—a tighter outlook for 
bank credit. The situation does not ap- 


pear to be severe at this stage but there 
is ample indication in the trend of Gov- 
ernment thinking. It is aware of the 
inflation problem and seems to be will- 
ing to take preventative measures. 


+ a * 


N interesting development over the 

past month has been a new emphasis 
on pastoral properties. The fast-growing 
L. J. Hooker real estate organisation 
surprised the share market by bidding 
for N.S.W. pastoralist, Australian Wool 
Brokers and Produce Co. Ltd. The 
Hooker group has been very prominent 
in take-over operations in recent months. 
It has successfully taken over such enter- 
prises as the Mainguard merchant and 
banking company which had encountered 
some difficulties, and had made money 
on the sale of some of its assets and 
the rejuvenation of others. The thought 
with many people was that the pastoral 
company offered opportunity for a piece- 
meal selling up after an extraordinarily 
good purchase. 
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However, the intention turned out to 
be to form a new pastoral division with 
Australian Wool Brokers as the nucleus, 
This could be an important development 
in this industry. Already there had been 
some stirrings. There had been tangible 
indications of a feeling for expansion 
from some of the companies in the busi- 
ness. Now, with an outsider coming in 
and a powerful one at that, interest 
could be heightened. The Hooker group 
has been an important force lately in 
investment in commercial and housing 
projects. It initiated the land trust idea 
which already in its short life has chan- 
nelled something more than £4 million 
into real estate investment from new 
capital sources. Now, it will be interest- 
ing to see the impact on rural properties 
(although there has been no suggestion 
so far that the trusts will participate in 
the new move). 


+ + + 


NOTHER interesting deal in pastoral 

properties was the purchase by ex- 
ecutive directors of British Tobacco Co. 
(Aust.) Ltd. of a large pastoral holding 
near Scone in N.S.W. First rumours were 
that British Tobacco itself was about to 
enter the grazing business. However, it 
was learned subsequently that the prop- 
erty was purchased on behalf of the staff 
fund company of British Tobacco, As- 
sociated Nominees Pty. Ltd. 

The implications are interesting. Staff 
pension funds are finding share invest- 
ment a little less income-producing these 
days with the Stock Exchanges booming. 
The direct purchase of a property gives 
a measure of diversification, and, 0 
course, income. In addition, there is an 
interesting angle to the thought that a 
non-profit pension fund can with ad- 
vantage buy a property directly and pay 
no tax on the income rather than invest 
in shares in a pastoral or other com- 
pany, the income of which has to bear 
taxation. 


If this idea works out we may sce 
even greater emphasis on the investment 
in the rural industry. 


The Australian Accountant, February, 1960. 





"Ss %. OF et me uF 


yn - 


HAT powers do the Stock Ex- 

changes have? Companies seeking 
listing must agree to rules conforming 
to present-day requirements on pro- 
cedure and company behaviour. Older 
companies, however, signed rules which 
by to-day’s standards leave much to be 
desired. There have been moves to get 
such companies to agree to modern rules 
and to agree to submit to changes as 
determined by the Stock Exchanges but 
the companies have been most reluctant 
to agree. 


The Stock Exchanges have only one 
real disciplinary action—suspension from 
listing. However, as this would tend to 
harm the people the Exchanges are try- 
ing to protect—the investing public 
there is reluctance to take this extreme 
action. 


Yet, developments which require new 
standards of behaviour have brought 
fresh emphasis to the need for Stock 
Exchange rules which should be obeyed 
by all companies whether old or new. 
Alternatively, and this would possibly be 
preferred even by the Stock Exchanges 
themselves, the situations as they arise 
should be the subject of legislation in 
the various Companies Acts. 


One development now requiring a 
measure of control is company take- 
overs. The Stock Exchanges have drawn 
up a set of requirements for such occa- 
sions—rules of behaviour for both parties 
to the deal. There is a semi-official be- 
ginning to these recommendations. Orig- 
inally they were drawn up by the Mel- 
bourne Stock Exchange at the request 
of the Victorian Government. The same 
requirements have since been adopted 
by all of the Australian Stock Exchanges. 


It might be said, therefore, that com- 
panies should submit to the provisions 
as laid down. Unfortunately, however, 
if they do not, then the Exchanges have 
to exercise their only power and suspend 
the company until the offending party 
or parties fall into line. In a bitter fight 
the suspension period could possibly be 
prolonged and the interests of share- 
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holders and intending shareholders be 
thwarted through lack of a proper market. 


The rules had a test last month with 
the take-over bid for the Queensland 
Lennons Hotel group. The offer was 
rejected by the Lennons board but, con- 
trary to the intentions of the Stock Ex- 
changes, the board did not disclose the 
name of the bidder or the terms of the 
unsuccessful offer. All Exchanges af- 
fected immediately suspended trading in 
the shares. 


The Brisbane Stock Exchange, in initiat- 
ing this action stated that the Australian 
Associated Stock Exchanges had laid 
down procedure for all companies re- 
ceiving take-over offers. Shareholders 
(who are owners of the company) and 
Stock Exchanges should be given full 
facts even when the offer has been de- 
clined by the directors. 


The Lennons chairman had said that 
the information had been refused for 
one of the terms of the offer was that 
the name of the bidder and the terms 
should not be disclosed if the directors 
could not recommend acceptance. 


After more than a week of suspension, 
the Lennons board released details of 
the bid and named the bidder as Federal 
Hotels Ltd. of Melbourne. Lennons’ 
chairman explained that a letter had been 
received from the offeror informing the 
company that they requested that the 
identity of the bidder and the terms 
of the offer be disclosed forthwith. 


So ended the Stock Exchanges’ first 
trial of strength. The deal worked out 
satisfactorily and no doubt the publicity 
attaching to the struggle will be a 
powerful deterrent in future. However, 
the ideal surely lies in legislation to 
which company directors must conform. 


+ + + 


EANTIME with the accent still on 
company take-overs there have been 
some interesting moves apparently de- 
signed to forestall the bidder. In Jan- 
uary, British financial writer Harold Win- 
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cott, in a Financial Times article, criti- 
cised an action taken some months earlier 
by Australian Paper Manufacturers Ltd. 


This company had sought to alter its 
articles to deprive of voting rights shares 
bought by a person who is not an Aus- 
tralian. The company stated that it was 
less concerned with the possibility of a 
take-over than with the danger of some 
Overseas competitor for its own benefit 
securing sufficient control to direct or 
influence the affairs of the company. 


Mr. Wincott said that such signs of 
Australian nationalism, if continued, 
could check the inflow of capital and re- 
tard Australia’s growth. He was dis- 
turbed at the possibility that other lead- 
ing Australian concerns might be tempted 
to take similar action. 


Perhaps Mr. Wincott’s concern was 
overdone. There has since been no great 
rush by other companies to alter their 
articles. In fact the tendency, if anything, 
is for Australian companies to consider 
making investment easier for overseas 
people by obtaining listing of their shares 
in London or in New York. 


The A.P.M. case seemed to be an in- 
dividual one. The company’s competi- 
tion comes from overseas and in its par- 
ticular effect the competition can be 
most severe and at times (on occasions 
of dumping) somewhat unscrupulous. 


It is possible therefore to be a little sym- 
pathetic towards the company’s view. 


7 + + 


ORE in the strict take-over avoid- 

ance sense was the action of lead- 

zinc producer, North Broken Hill Ltd., 

in its breathtaking bonus share issue — 
an effective nine for one. 


The bonus was the first capital change 
for this company in 37 years and the 
highest bonus ratio ever by a prominent 
Australian company. It was clearly a 
defensive move against a bidder. This 
impression is strengthened by the earlier 
statement heralding the move that “the 
recapitalisation of the company can have 
no bearing on earning capacity upon 
which it has been the policy of the board 
to base dividend distribution.” 


This company has been attractive 
take-over bait. Apart from the mine, 
which has a powerful long-term prospect 
and is one of the world’s leading lead 
producers, the company has an impres- 
sive share portfolio. In fact the situation 
has been very often that share prices 
have priced the valuable mine at prac- 
tically nothing. 


Here was another example of the 
danger these days of having a share price 
and therefore a market valuation below 
the company’s actual worth. 





Financial Articles of Interest 





Take-over Bids 


Take-over bids are almost invariably 
made for companies whose shares are 
quoted on a stock exchange at less than 
their true assets value. K. Buckley Ed- 
wards, “Take-over Bids”, The Cost 
Accountant, October, considers the law 
in England relating to take-over bids. 
and discusses the respective domains of 
mergers and take-overs and the charac- 
teristics which are common to both. 
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Share Valuation 

The valuation of shares in joint-stock 
companies not listed on a stock exchange 
always poses the same problem: Whether 
to value the shares at their liquidation 
value or whether to capitalise their earn- 
ing power and if so, what rate to use? 
An article by Joseph H. M. Wood, 
“Valuation of a Minority Interest”, in 
the August issue of The Canadian Char- 
tered Accountant, discusses these prob- 
lems in relation to the valuation of 
shares held by a minority interest. 
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“New executive makes probe...” 


. and finds out pretty quickly that Kalamazoo do not just supply “loose- 
leaf ledgers”. Here’s a list of some of the records for which they have 
helpful suggestions. 

1. Buying Records of suppliers, prices and deliveries. See how special 
orders can be urged! 
Cheques and Cash Book written simultaneously. 
Receipts — Deposit Slip — Cash Book. Ditto. 
Costing. See what others do in your trade from our library of thousands 
of form designs. 
Overdue Accounts and Credit Contrel. Cut outstanding accounts most 
strikingly. 
Plant Register — important in many businesses. 


Indexing. An index which never needs rewriting and is adjustable 
instantly. 

Job Progress. Know how each order stands, and answer customer's 
queries promptly. 

Payroll. Save time — no more hard labour. Write pay slip, earnings 
record and wages or salaries sheet in one operation. 

Personnel. A perpetual history of all employees: sickness, promotions, 
pay rates, aptitudes. 

Stock Control. Keep it down to essentials. Prevent over-stocking and 


loss. 


Kalamazoo (Aust.) Lid. 
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The Whitney-Israel Model of the 


Financial Dynamics of a Business 


By I. 


Managerial Consultant, 


To present to management the in- 
formation necessary for proper financial 
control of a business usually requires 
a number of sheets—comparative bal- 


Ollections 


fal 
Vv 


Accounts 
Receivable 


va 


63,000 


McDOWELL, B.A., B.Sc., 


A.A.S.A., A.M.L.E. 
King & Co. 


(Aust.), 


Messrs. Fuller, 


ance sheets, operating statement and 
application of funds statement. The in- 
terrelation between these various state- 
ments may be difficult to ascertain 


Cash and Net Bills 
(including Prepay- 
ments and Accrued 
Liabilities) 
-102, 900 


1,078,500 





74, 500 


41,067, * 


ep thd ce 900 
-237, 200 Wa 


169,900 


288, 200 
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-34, 700 


-80, 300 
-15, 200 
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Accounts 
Payable 
( including 
Tex and Divid- 
end Liabilities) 


84, 400 


(Inventory) (Net Fixed Assets 


and Deferred 
Liabilities) 


Other Net Assets 


Fig. 1—Whitney-Israel Model of the Financial Dynamics of a Business. 
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readily, and the period covered is re- 
stricted by the need for effective handling 
of the amount of data involved. 


A model of the financial dynamics of 
a business which combines balance 
sheets at start and finish, operating and 
application of funds statements, other 
useful information on a single sheet, 
and is capable of extension from period 
to period on the same sheet is pre- 
sented by Bernard Whitney and Marion 
S. Israel in an article on Page 573 of 
the Journal of the Operations Research 
Society of America, Volume 6 Number 
4 (July-August 1958). 


The Model and Its Interpretation 

Fig. 1 (page 67) shows the Whitney- 
Israel model used to present data given 
in a question on the preparation of 
application of funds statements on a 
recent examination paper (Advanced 
Accounting A First Paper Question 3, 
October 1959). [The actual data given 
in the question are shown in this page to 
enable the figures to be followed from 
the statement to the model]. Necessarily, 
details for only one period are shown, 
but additional periods are covered by 
the addition of more annuli of data. 


B. Balance Sheet data as at 30 June. 


Authorised capital 

Unissued capital 

Reserves .. .. .. 

Appropriation account 
Eee . 
Provision for doubtful debts 
Provision for discount allowable 
Materials and manufactured goods 
Materials in transit .. .. .. ... 
Payments in advance 

Bank overdraft : 

Bills payable .. 
rrr ‘ , , - 
Provision for discount receivable .. 
Estimated tax liability .. . = 
Proposed dividends : 

Life assurance policy .. .. .. .. 
Freehold land and buildings .. .. 
Depreciation to date on buildings 
Plant and equipment 


Depreciation to date on plant and equipment .. . 5,400 


I MO ne. a we he cae eS 
Provision for long service leave 


From information given above prepare the funds 
statement for the year 1958-59 and present it in 
three forms, viz. 

(i) the detailed statement; 

(ii) a narrative summary of the main funds 


68 


A condensed statement of information re- 
lating to the company (expressed to the 
nearest £100). 

A. Operating data for year ended 3 
1959. 
£ 
Wat a0ON: 53) 0s. Ge esa 
Less costs, expenses and 


Net profit before tax 
Tax payable ie aide 


Net profit after tax 
Unappropriated profit 
previous year . : 
Less tax short provided 
that year 


appropriated 


at June 


The costs expense 
losses included 


ing items: 


Depreciation 
buildings 
ciation of 
and equip- 


sale ot 


ervice leave 
Assume that the plant sold cost £5,000 ane 
a book value of £3,200 at the time of 


sale 





1959 
£ £ 
Cr Dr 
250,000 
84,000 
7,500 
>, 400 
78,2 66,200 
1,500 
2? On 
165,600 277,100 
1,300 11,100 
1,900 2,200 
3 600 


51, 806 


,500 
,600 


82,500 
2,800 4,800 
58,600 
9 600 
40,300 39,300 


> 


1,900 3,000 





475,500 475,500 582,500 582,500 


movements apparent from the detailed 
statement; and 

(iii) a graphic presentation (in approximate 
form) using bar-charts or any other 
pictorial device suggested by your study 
of statistical methods. 
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The sectors show Accounts Receiv- 
able, Cash, Accounts Payable, Other 
Net Assets and Proprietorship. The 
figures arranged in these sectors around 
the circumferences of the concentric 
circles show the balance sheet data—e.g. 
the net Accounts Receivable at the be- 
ginning of the period total £74,500 and 
at the end of the period total £63,000. 
Between these figures, in the triangles, 
the respective movements of funds are 
shown—e.g., for Accounts Receivable, 
a net decrease of £11,500. On the radii 
between these latter figures are the gross 
increases or decreases in each classifica- 
tion. The sectors are so named that these 
portray naturally the important data 
under the headings Collections, Pay- 
ments, Purchases, Usage of Funds, and 
Sales. Thus the net balance of Accounts 
Receivable is increased by _ Sales 
(£1,067,000) and decreased by Collec- 
tions (£1,078,500), showing a _ net 
decrease of £11,500 as before. 


With the sign convention chosen, the 
three groups of annular figures balance 
and those arranged radially add directly. 


For the purpose of financial control 
the emphasis is placed on a clear dis- 
play of operating results rather than on 
a portrayal which shows all minor trans- 
actions (e.g. sale of fixed assets), which 
may be presented in full in the formal 
statements. Thus it is convenient to 
group “Other Net Assets” to show de- 
tails of Inventory and movement of 
Liquid Assets (expenses and other 
liabilities met), and include all the re- 
mainder (net fixed assets and deferred 
liabilities) together. Amounts on_ the 
“Usage” radial will thus relate to the 
data of the original problem as follows: 


Costs, Expenses and 
Losses 

Less Net Charges not 
Requiring Outlay of 
Funds 


£1,005,000 


11,300 


993,700 
Less Cost of Goods 
Sold (not given 
specifically in the 
original problem, but 
assumed = 70% of 
Sales to complete 


the picture) 746,900 


Remaining Charges on 

Gross Profit 

Plus Appropriations 

of Profits not shown 

as provided for on 

balance sheets: 
Interim Dividend 
Additional Income 
Tax 400 


246,800 


£10,200 


10,600 
£257,400 


Liquid Assets Used 


Conclusion 

The principles which underlie a 
model of the financial dynamics of a 
business have been set down. By means 
of this model, it is possible to present 
accounting information in a form which 
appears to be more acceptable for use 
by non-accounting personnel. The model 
is quickly prepared and readily added 
to, and may be displayed in wall chart 
form. From it, significant ratios may 
readily be computed. Not only may a 
substantial amount of historical data be 
presented compactly but, by extrapola- 
tion on the same sheet, information re- 
quired for budgetary control may be dis- 
played simultaneously. The model ap- 
pears therefore to commend itself to 
widespread use. 
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Notes on Selected Tax Cases 


SUBDIVISION OF LAND 


Profits arising from the sub- 
division and sale of land were held 
to be not subject to New Zealand 
income tax. 


Section 79(1) of the New Zealand 
Land and Income Tax Act of 1923 pro- 
vided that the assessable income of a 
taxpayer shall include “all profits and 
gains derived from the sale or disposition 
of land or any interest therein, if the 
business of the taxpayer comprises deal- 
ing in such property or if the property 
was acquired for the purpose of selling 
or other disposing of it at a profit”. 


In 1942, the taxpayer purchased about 
fifteen acres of land, on which was a 
large house containing twenty rooms, a 
cottage, two garage buildings, two green- 
houses, a tennis court and a swimming 
pool. He lived in part of the house, and 
rented the remainder. 


From 1944 to 1952, the taxpayer sold 
part of the land, subdivided part of it, 
had houses built on four lots of the sub- 
divided land, sold the houses and the 
vacant lots, then sold the large house 
and the ten acres on which the build- 
ings were situated. The New Zealand 
Income Tax Commissioner included the 
profits arising from the sales of land in 
his assessable income. 


It was conceded that the taxpayer 
was not engaged in the business of deal- 
ing in land or any interest in land, and 
therefore the question to be decided 
by the New Zealand Supreme Court. in 
Davis v. Inland Revenue Commissioner 
(N.Z.) 7 A.I.T.R. 474, was whether the 
subdivided sections of the property had 
been acquired for the purpose of selling 
or otherwise disposing of it at a profit. 


In the first place, the whole property 
had been sold to the taxpayer for the 
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purpose of winding up the estate of 
the previous owner. As a consequence, 
the taxpayer had to buy the whole 
property or not buy any part of it. There 
was no doubt, also, that the homestead 
and its surrounding land had been ac- 
quired substantially for the taxpayer's 
own use. The Judge considered that 
even if, at the time he purchased the 
property, the taxpayer had intended to 
sell part of it, that did not mean that 
he had acquired the land “for the pur- 
pose” of selling it at a profit. 


When arranging a mortgage on the 
property, the taxpayer had requested the 
solicitor to include a clause permitting 
him to sell parts of the property on terms 
of paying the purchase moneys to the 
mortgagees. The Court, however, did 
not consider that particular weight should 
be given to this requirement of the tax- 


payer. 


It was held that in view of the evi- 
dence given, the state of mind of the 
taxpayer when he acquired the property 
was not such as would lead to the con- 
clusion that the land was purchased for 
the purpose of re-sale at a profit. The 
profits made were therefore not assess- 
able. 


POWER OF BOARD OF REVIEW 


The High Court decided that the 
Board of Review cannot impose a 
legal obligation on the Commis- 
sioner to disclose information as 
to the basis of assessments. 


The Income Tax Department con- 
ducted an investigation into the affairs 
of a real estate agent and hotel pro- 
prietress. Default assessments for the 
years 1941 to 1953 were issued, sub- 
stantially increasing the income assessed 
to tax. 
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AUSTRALIA 
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INTERNATIONAL COMPUTERS AND 
TABULATORS 
AUSTRALIA PTY. LIMITED 


Hollerith and Powers-Samas — IC: I 


The world over, both business and 
government uses I.C.T. Data Proces- 
sing equipment. The range is so wide 

. computers, electronic calculators, 
punched cards . . . that it is being 
applied in organisations of all sizes, 
from huge undertakings to small 
enterprises. 


The Australian interests of Hollerith 
and Powers-Samas have joined forces 
to form International Computers and 
Tabulators Australia Pty. Ltd., known 
as I.C.T. 





Management everywhere relies on 
I.C.T. Data Processing for accurate 
and timely information . . . figures 
soon enough for prompt action. 
I.C.T. trains your staff, and special 
courses ensure your executives gain 
the background knowledge to make 
the most effective use of the equip- 
ment. 

1.C.T. will be glad to explain the 
practicability of its application to 
your own Data Processing require- 
ments . . . no charge . . . no obliga- 
tion. 


ALL THE RESOURCES OF BOTH HOLLERITH AND POWERS-SAMAS 


—offices in all capital cities 
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A New Edition 


An interesting and relatively simple treatment of a complex subject 


EXECUTORSHIP ACCOUNTS 
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E. BRYAN SMYTH, A.S.T.C., F.A.S.A., A.C.LS. 
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A request was made to the Commis- 
sioner by the taxpayer for particulars 
of the amended assessments. The Com- 
missioner, however, refused to supply 
this information. 


Before the Board of Review, the tax- 
payer’s representative contended that the 
statement required to be furnished by 
the Commissioner purporting to be in 
accordance with Regulation 35(1) (which 
consisted mainly of a list of the taxable 
incomes as assessed by the Commissioner 
for each year concerned) did not comply 
with the regulation, and asked the Board 
to rule that it was inadequate. Further, 
the Board was asked to direct the Com- 
missioner to comply with Regulation 
35(1), and to require the Commissioner 
to furnish particulars of the assessments. 


The Board’s power to order the pro- 
duction of details of assessments, and to 
order compliance with the regulation, 
was referred to the High Court, in Sutton 
v. Federal Commissioner of Taxation 7 
A.LT.R. 386. 


The Court stated that the Board of 
Review was an administrative tribunal, 
which does not exercise judicial power. 
It reviews decisions of the Commissioner 
which are referred to it, and performs 
this function in a judicial spirit, but 
there is no implication of a right to 
exercise a power over the Commissioner 
by requiring him, as a litigant party, to 
“formulate his case by pleadings or par- 
ticulars or to give discovery by answering 
interrogatories or otherwise or to fulfil 
some other precedural requirement bor- 
rowed from the courts of justice”. Ex- 
press authority would be necessary if 
the Board could impose a legal obliga- 
tion of this character on the Commis- 
sioner. 


On the other hand, the Court pointed 
out that when the Board requires in- 
formation or assistance, there is nothing 
to prevent the Board asking the Com- 
missioner to supply it, and the Commis- 
sioner, the Court felt, is unlikely to 
withhold what may be reasonably re- 
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quested. However, “the course taken 
in the present case treats the proceedings 
with an unreal formalism which should 
not, and one may be sure really does 
not, attend the performance of the duties 
of a Board of Review”. 


On the question whether the Commis- 
sioner had actually complied with the 
requirements of Regulation 35(1), the 
Court expressed the view that the reasons 
for disallowing the taxpayer’s objections 
“had the merit of brevity”, by providing 
only the figures justifying the assessments, 
and not the steps by which they were 
reached. But in this matter also, the 
Board had no authority to impose on the 
Commissioner a legal obligation to pro- 
vide more reasons. 


Regulation 35(1) requires the Com- 
missioner to supply the Board, not the 
taxpayer, with the reasons for disallow- 
ing the taxpayer’s claim. The Board had 
not expressed any dissatisfaction and “in 
any case when the time comes for in- 
vestigating the facts, probably the alleged 
inadequacy of the Commissioner’s reas- 
ons will have ceased to matter”. 


TERMINATION OF AGENCY 


An amount paid to a shipping 
agent in lieu of commissions was 
treated as subject to income tax in 
full (Section 25(1) of the Income 
Tax Assessment Act.) 


The taxpayer company carried on 
business as a shipping and airways 
agent; the major part of its activities 
was that of representative of an overseas 
shipping company. 


Having decided to curtail its business 
activities, the taxpayer sold the shipping 
business to the overseas company, where- 
upon that company opened its own 
branch office in the city where the tax- 
payer had operated. 


Taxpayer company, having relinquished 
the agency, was paid an amount of 
£6,378 by the overseas shipping com- 
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pany, described as being in lieu of com- 
missions which would have been pay- 
able in respect of voyages for which the 
taxpayer had made bookings and had 
received deposits, but which had not 
been completed. 


On behalf of the taxpayer, before the 
Board of Review (reported in 8 C.T.B.R. 
(N.S.) case 72) it was contended that al- 
though the amount received was stated 
to be in lieu of commissions, such com- 
missions were not legally payable until 
the voyages were completed. It was 
submitted that the payment was a 
gratuity or compensation paid in a lump 
sum in consequence of the taxpayer com- 
pany having terminated an office or 
employment as _ representative of the 
overseas shipping company, and there- 
fore Section 26(d) should operate to 
tax only five per cent of the amount of 
£6,378. 


Alternatively, it was suggested that the 
payment was of a capital nature, repre- 
senting compensation paid for work done 
and the deprivation of contractual rights 
to earn future commissions. 


The Board of Review was of the 
opinion that, in view of the fact that the 
taxpayer company sought to terminate 
its agency, it was unreal to suggest that 
the payment was compensation for be- 
ing deprived of the agency. 


An important feature, it was con- 
sidered, was the fact that the agency 
was determinable by either party at six 
months’ notice. In the case of Kelsall 
Parsons & Co. v. Inland Revenue Com- 
missioners (1938) 21 T.C. 608, Lord 
Fleming said “A payment made in re- 
spect of a loss to be sustained over a 
period of years may well have a different 
character from a payment made in re- 
spect of a loss to be sustained in the 
year in which the payment is received”. 


The payment of £6,378, the Board 
decided, was tantamount to commissions 
and was made directly in respect of ser- 
vices rendered up to the date of termina- 
tion of the agency. It had all the 
characteristics of income and not of a 
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capital payment, and was therefore as- 
sessable income of the taxpayer company. 


Section 26(d), it was held, did not 
apply. The amount received by the tax- 
payer company was not an allowance 
gratuity or compensation, and was not 
paid in consequence of the termination 
of an office or employment. The rela- 
tionship between the parties was not that 
of master and servant, but that of prin- 
cipal and agent, to which, the Board 
considered, Section 26(d) was not ap- 
propriate. 


SALE OF GOODWILL 


The notice required to be given 
to the Commissioner for the purpose 
of treating consideration for good- 
will as a lease premium was con- 
sidered by the Board of Review. 


The definition of a lease premium in 
Section 83(1) of the Income Tax Assess- 
ment Act includes “an amount in re- 
spect of goodwill” that is deemed by 
Section 83A to be a premium. The latter 
section then provides that certain con- 
ditions must be fulfilled if consideration 
for goodwill is to be assessable to the 
recipient, and a deduction to the payer, 
by virtue of being deemed to be a lease 
premium. 


These conditions are: 


(a) there must be an agreement for 
the grant assignment or surrender 
of a lease made after 31 December 
1952. 


in that agreement, or related to 
it, there must be agreement for 
the sale of the goodwill of a busi- 
ness carried on upon the leased 
premises 


the agreement for the sale of the 
goodwill must specify the consid- 
eration for the goodwill. 


both parties to the agreement for 
the sale of the goodwill must give 
notice to the Commissioner that 
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the consideration shall be treated 
as a premium. 


the notice has to be in writing, 
signed by both parties, and lodged 
with the Commissioner by 31 
August after the end of the year 
of income in which the transaction 
took place, or within any extended 
time that the Commissioner al- 
lows. 


The taxpayer purchased goodwill, 
fixtures and fittings, and the unexpired 
term of the lease, of a tobacconist and 
fancy goods business. The agreement 
provided an apportionment of the pur- 
chase price which was to apply “to both 
parties for the purpose of Section 83(A) 
of the Income Tax and Social Services 
Contribution Assessment Act 1936- 
1953”. This apportionment was as fol- 
lows: 

Premium for Lease £250 


Goodwill 1750 
Fixtures and fittings 1500 


£3500 


In his return for the year ended 30 
June 1955, the taxpayer claimed a de- 
duction of £1,666, represerting amor- 
tisation of the amount of £2,000 paid 
for the lease premium and goodwill. 


A document was lodged with the re- 
turn, signed by the vendor and the pur- 
chaser, stating that the parties gave 
notice to the Commissioner that, in 
accordance with Section 83A of the In- 
come Tax Assessment Act, they had 
agreed that the total consideration should 
be treated in their assessments on the 
basis of the above apportionment, “with- 
r the meaning of Section 83(1) of the 

et.” 


The Commissioner disallowed the de- 
duction claimed for amortisation of the 
payment for goodwill, taking the view 
that the goodwill was not a premium 
for the purposes of Section 83(1), and 
therefore no deduction was allowable 
under Section 88(1). The reason for this 
action was that the Commissioner con- 
sidered that the notice given “was so 
defective as to be inoperative”. 
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The Board of Review, in 8 C.T.B.R. 
(N.S.) Case 69, had to decide whether 
the parties had given the required notice 
to the Commissioner that the considera- 
tion for goodwill should be treated as a 
premium. 


It was pointed out by the Board that 
the amount of £250 allocated in the 
agreement as “premium, tor lease” auto- 
matically became allowable as a deduc- 
tion to the purchaser as a lease premium, 
without any notice to the Commissioner 
being necessary. Therefore, the omy 
reason for the notice was that the tax- 
payer was “endeavouring to take advant- 
age of Section 83A in order to bring the 
goodwill within the Section 83(1) defini- 
tion of a deemed premium”. 


The “crucial” point in the notice was 
that instead of stating that the parties 
acd agrecd that the amount allocated to 
goodwill should be treated as a premium 
(thus precisely following the requirements 
of Section 83A), it stated that the total 
consideration should be apportioned as 
indicated between the premium for the 
iease, goodwill and fixtures and fittings 
within the meaning of Section 83(1); 
the notice also specifically stated that it 
was made in accordance with Section 
83A. 


The Board was of the opinion that 
the only possible reason for the notice 
being sent to the Commissioner was for 
the purpose of requiring the considera- 
tion for goodwill to be treated as a 
lease premium. The objection against 
the Commissioner’s disallowance of the 
deduction claimed was therefore allowed 
in principle, and the case referred back 
to the Commissioner for the determin:- 
tion of the appropriate deduction un dcr 
Section 88(1). 


This case draws attention to the fact 
that, although no specific form is pre- 
scribed for the notice required to be 
made under Section 83A, care must 
be taken to fulfil the requirements of 
the section, if difficulties such as that 
encountered by the taxpayer are to be 
avoided. 
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TAX PRACTICE 


A trust has been created for the 
benefit of a child aged twelve years. 
The settlor was not the child’s parent, 
so Section 102 (1) (b) has no appli- 
cation. The income of the trust for 
the year was £500. The trustees 
applied £150 toward the cost of the 
beneficiary’s education; the balance 
of the income was accumulated in the 
hands of the trustees. The child has 
no separate source of income. How 
is the trust income assessed? 


Section 101 provides that a bene- 
ficiary for whose benefit trust in- 
come is applied shall be deemed to 
be presently entitled to that income. 
The child is thus deemed to be pre- 
sently entitled to the amount of 
£150, but because he is under a 
legal disability (under 21 years of 
age, in this case) he will not be per- 
sonally assessed. 


In such circumstances, Section 98 
operates to assess the trustee on that 


part of the trust income to which the 
child (under a legal disability) is 


deemed to be presently entitled, 
subject only to the concessional de- 
ductions “which would have been 
allowable to the beneficiary if he 
had been assessed in respect of that 
share”. The beneficiary could not 
obtain a concessional deduction for 
expenses paid for his own education, 
so the Section 98 assessment issued 
to the trustee is based on the amount 
of £150 without deduction, and tax 
is charged at individual rates. 


The remainder of the income ac- 
cumulated for the benefit of the child 
is income to which no beneficiary is 
presently entitled, so in accordance 
with the provisions of Section 99 
the trustee will be assessed, in an 
assessment separate to that issued 
under Section 98, on the amount of 
£350, as if it were the income of an 
individual, not subject to any de- 
duction. 


* 
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REGISTER OF MEMBERS 


Listing the names of members of the 
Australian Society of Accountants and of 
The Australasian Institute of Cost Accountants 
who have been advanced recently in status 
with the names of new members and those 
whose names for various reasons have been 
removed from the registers. 


Australian Society of Accountants 


VICTORIA 


Provisional Associates: Chandradhip, P. 
(Miss); Foster, J. G.; Yap, O. P. 

Associates: Banger, I. R.; Barnard, L. H.; 
Baxter, K. R.; Chandler, H. W.; Coakley, J. 
A.; Cowie, B. B.; Cox, R. S.; Edwards, R. P.; 
Esman, A. H. W.; Farrow, E.; Garside, E. 
J.; Gibbons, C. T.; Haskin, N. D.; Lee, K. 
F.; Macdonald, S.; Martin, N. F.; Nelson, B. 
A. R.; Pryzler, L. J.; Rogers, G. E.; Smith, K. 
F. M.; Spicer, E. V.; Stapleton, J. G. Stevens, 
B. T.; Stevens, J. N.; Towers, J. R.; Trigg, A. 
E.; U’ren, B. M. J. (Miss); Utharntharn, A.; 
Vegh, R.; Watters, G. D. 

Advanced to Fellow: James, A. G. 

Removed from Register: Deceased: Gillan, 
C. J. W.; Shannon, R. K.; Wilkinson, C. A. 

Resigned: Flintoff, W. V. 


QUEENSLAND 


Associates: Brown, W. F.; Galloway, M. 
M.; Pope, S 
Advanced to Fellow: Burke, J. A. 
Removed from Register: Deceased: John- 
ston, C. J. S.; Murrell, P. J. A.; Poon, N. R. 
V.; Rhead, R. G. 


Resigned: Hughes, E. W.; Potter, D. R. 


The Australasian Institute of 
Cost Accountants 


NEW SOUTH WALES 


Provisional Associates: Henderson, T. W.; 
Salter, A. B. 

Associates: Hamilton, G.; Lamerton, N. C.; 
McDonald, B. D.; Richards, J. F.; Richards, 
K. A. 

Advanced to Associate: Meaney, J. H. 

Removed from Register: Deceased: Hackett, 
M. J.: Middleton, H.; Mitchell, J. N. 


QUEENSLAND 
Removed from Register: Resigned: Hughes, 
E. W.; Potter, D. R. 
WESTERN AUSTRALIA 


Provisional Associate: Martin, K. A. 
Advanced to Associate: Farrow A. P. 
Glossop, W. S. W.; Marshall, H. G. 
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IS A 


GAMBLER... 


.. he is keeping his irreplaceable records 
an unproofed file, where fire can 

™ them quickly and easily. Are you 

pambliny with your Company's future 

ps this man? You can't win! For positive 

ire protection install Chubb Record 


Protection Office Equipment. 
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HERE’S PROOF 


A Sydney factory was completely gutted in a 
midday fire. At the height of the inferno a 
CHUBB Record Protection File crashed from the 
first to the ground floor. The vital records were 


recovered in perfect condition. 


Don't gamble by taking unnecessary 
risks —install Chubb Fire Resisting 


Equipment Now! 
47/FP 71 


CHUBB’S 


SYDNEY: 164 Clarence Street. BX 4911 
MELBOURNE: 601-7 Little Bourke Street. 67.4733-67.4185 
BRISBANE: 344-6 Queen Street. 31 2341-2 
ADELAIDE: 9 Anster Street. LA 6107 











Fd. - | 


\ maximum efficiency — minimum effort / 











simplified 
electric 
live 
keyboard 


FULLY AUTOMATIC 


So unbelievably simple co operate! Operator enters 
only descriptions and amounts ‘Foremost’ does 
the rest! All computations. printing of dates and 
balances are carried out entirely automatically. 


FOREMOST FLEXIBLE REGISTERS 


Additional Registers (totals) ether Decimal. Sterling 
or Weights may be added at any time. ‘Foremost’ 


ACCOUNTING MACHINE ———= 


Chartres Accounting Machine Division is at your service throughout 


the Commonwealth to discuss your accounting problems. 


CHARTRES SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 
AUSTRALIA J SALES and SERVICE IN ALL STATES 
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“Full and True Disclosure” 


A commentary by S. M. Barron on the article “Full and True Disclosure” 
by C. V. Cullinan LL.B., A.A.S.A., which was printed in the January 


issue of “The Australian Accountant’. 


Both papers were originally 


delivered at the Taxation Convention, May 29-31, 1959, and are re- 
printed by courtesy of the Taxation Institute of Australia. 


E problems associated with “Full 
and True Disclosure” are intriguing 
and complex, and the frequency with 
which cases involving the subject have 
been before our Courts and Boards of 
Review is in itself eloquent testimony of 
this. Scarcely a month goes by without 
a report of Court or Board proceedings 
on the subject reaching us, and it is 
indeed appropriate that we should have 
had the benefit of Mr. Cullinan’s paper 
to summarise and refresh our awareness 
of the difficulties confronting practitioners 
in the none-too-gentle art of not over- 
rendering to Caesar. 


As Mr. Cullinan has ably shown us, 
“Full and True Disclosure” turns more 
often than not to the interpretation of 
facts. On the one hand, taxpayer con- 
siders he has done all the law requires 
of him whilst, on the other, the ever- 
anxious administrator is just as con- 
vinced that some vital fact has been 
withheld, and we find confronting us a 
dispute typified by Foster's Case. There, 
you will recall, the taxpayer carried the 
day, although I have no doubt he was 
morally liable, and avoided the liability 
only because the Commissioner found 
himself the victim of his own organi- 
sation, and revenue the loser merely 
because its right hand didn’t know (in 
time) what its left had done. That's 
tough on revenue, of course, but such 
reverses are salutary and serve to demon- 
strate to our taxing authorities that they 
must keep their house in order in just 
the same way as they expect taxpayers 
to be impeccable in the preparation of 
income tax returns. 


Onus on Taxpayer 


In the introductory portion of this 
paper it has been pointed out by Mr. 
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Cullinan that the responsibility is placed 
on the taxpayer to provide the Com- 
missioner with the facts and the infor- 
mation necessary for making the assess- 
ment. This responsibility was made clear 
by the Full High Court in McAndrew’s 
Case ( (1956) 6 A.I.T.R. 359) and as 
this decision overruled the earlier view 
that the onus was on the Commissioner, 
it is appropriate to consider for a moment 
the views of the Court in McAndrew’s 
Case. These were summarised in the 
joint judgment of Dixon, C.J., McTiernan 
and Webb, JJ., and were to the effect 
that the view that an amendment of an 
assessment made in purported pursuance 
of Section 170(2) cannot be sustained 
under that provision unless the conditions 
stated in the sub-secticn are fulfilled, 
nevertheless when upon any appeal to the 
Court there is an issue as to whether 
those conditions are fulfilled . . . then 
the burden rests upon the taxpayer of 
providing to the reasonable satisfaction 
of the Court the particular fact or facts 
which take the case outside Section 
170 (2). 

That judgment today stands unchal- 
lenged and the onus therefore remains 
with the taxpayer of proving that he 
made a full and true disclosure or that 
there had not been an avoidance of tax. 


Amendment of Assessment 


Another matter dealt with by Mr. 
Cullinan relates to the reward flowing 
to a taxpayer from the restriction placed 
on the Commissioner by Section 170 (3). 

When the 1936 Act was introduced. 
the Treasurer’s explanatory memorandum 
properly pointed out “for practical pur- 
poses the Taxation Department is largely 
in the hands of the taxpayer, who is the 
person and the only person in the position 
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to submit the full facts in order to 
permit of an accurate assessment being 
made. Full disclosure of the facts 
will materially assist the Department in 
reaching finality in its assessment and 
under sub-section (3) where such dis- 
closure has been made, the assessment is 
definitely closed after the expiration of 
three years”. 


Since 1936 there have not been any 
amendments to vary this portion of the 
legislation and I know you will share 
the view that complete disclosure should 
be made in returns in fairness not only 
to the taxing authorities but to taxpayers 
generally. The rewards are two-fold. 
Firstly, a clear conscience and, secondly, 
immunity from amendment of assessment 
after three years with freedom from a 
successful attack under Section 170 (2) 
at any time. I make no observations on 
the order in which you might rate these 
blessings. 

Reverting now to the major questions 
dealt with by Mr. Cullinan, these fall 
under two headings, namely: 

1. What constitutes a “full and true 

disclosure”? and 

2. Re-opening of assessments. 

I would like to add to what he has 
put before you some further aspects of 


each of these matters in order to empha- 
sise the points with which he has dealt. 


What Constitutes a “Full and True Dis- 
closure?” 


Dealing firstly with what is involved 
in making a full and true disclosure, it 
has been pointed out that a taxpayer is 
under no obligation to disclose facts 
which are immaterial to the making of 
a correct assessment, and, whilst this is 
true, we should not lose sight of the 
sound advice given later in the paper 
that it is better policy to over-disclose 
facts than to fail to disclose something 
which may prove necessary for correct 
assessment; for this, as our speaker has 
pointed out, restricts the Commissioner’s 
powers of amending an assessment. 


The indiscriminate supplying of facts 
should of course be avoided, but if in 
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doubt do not hesitate to inform the Com- 
missioner on any point which could be 
relevant. 


It has been put to you that the pro- 
position that a taxpayer need not dis- 
close facts already known to the Com- 
missioner cannot be pushed too far, and 
indeed this is true, as is evidenced by 
the decision of a Board of Review — | 
C.T.B.R. (N.S.) Case 63 — where the 
Board had to consider the following 
facts: — 

_ During year ended 30 June, 1943, an 

insurance company credited the sum of 

£214 to the taxpayer in its books as com- 
mission earned by him during the year. 

Of this sum the taxpayer drew £95. In his 

return for 1943, the taxpayer showed as 

assessable income “Commission, National 

Mutual Ins., £95”. About three and a half 

years after the due date of payment of tax, 

the Commissioner issued an amended assess- 
ment increasing this item of income to 
£214. 

The Board in this case decided the 
taxpayer had not made a full and true 
disclosure within the meaning of Section 
170 (3) and in the course of its published 
reasons, said it is to be noted that all the 
material facts must be disclosed if a 
taxpayer is to be accorded the protection 
of Section 170(3). If he chooses to 
disclose some “key” fact, leaving it to 
the Commissioner with that clue to 
ascertain the other material facts from 
some other source, although the taxpaver 
himself knew of these other materi! facts 
or could readily ascertain them, he will 
not be protected. 


There are, of course, many other cases 
from which one could quote to show 
how onerous is the taxpayer’s task of 
ensuring a disclosure that will prove to 
be sufficient, and it should be necessary 
for me to mention only one or two more 
to bring home the point. 


In 5 C.T.B.R. (N.S.) Case 15, heard 
before Board of Review No. 3, the tax- 
payer was a member of a partnership 
— carrying on business as carriers — 
which submitted a return on a cash 
receipts and payments basis. The tax- 
payer included his share of the assess- 
able income as shown in the partnership 
return. The only indication that the 
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partnership return had been worked out 
on a cash receipts basis was an item 
“Income A/c (receipts from cartage)” 
in the profit and loss account. There 
was no mention in the return of sub- 
stantial amounts owing by customers or of 
relatively small sums owing to creditors. 
The Board ruled that a full and true 
disclosure had not been made. 


One may perhaps have been excused 
for thinking that the clue “Income A/c 
(receipts from cartage)” was sufficient. 
The fact that it wasn’t underlines the 
appreciable thought we must give to 
every possible aspect of full and true 
disclosure. 


A more recent Board decision given 
in 8 C.T.B.R. (N.S.) Case 30 affords 
what would appear to be a good example 
of a taxpayer outsmarting himself in the 
matter of full and true disclosure. 


In that case, the taxpayer assigned 
absolutely to his wife his right, title and 
interest in his remuneration of £200 per 
annum as a visiting lecturer at a univer- 
sity. 


Income Tax Returns for both husband 
and wife were prepared by a firm of 
accountants. In the wife’s return the 
university remuneration was disclosed, 
together with a copy of the deed of 
assignment. No reference to the appoint- 
ment or to the income assigned was 
made in the husband’s return, although 
the amount of the wife’s separate net 
income was shown in the claim for 
concessional deductions. 


The husband was originally assessed 
on the income returned. An amended 
assessment was issued shortly after to 
include the University remuneration. 


The taxpayer objected on the grounds: 
(1) that he was not correctly assessed 
on the assigned income, and (2) that an 
amendment of the original assessment 
was prohibited by Section 170. 

The Board having almost summarily 
dismissed the appeal on the first ground 
proceeded to deal at length with the 
question of full and true disclosure as 
it concerned the facts in this case. 
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After distinguishing Foster's Case and 
White’s Case, where the taxpayers had 
disclosed in their returns that they had 
derived dividends from certain companies 
— which fact alone in each case would, 
without further information, require the 
Commissioner to ascertain from the 
returns of the companies concerned the 
extent to which, if any, such dividends 
were assessable — the Board went on to 
say:— 

“In this case the taxpayer in his return 
made no reference at all, either to his 
employment by the university or to the 
assignment of the fees due to him. He did 
not disclose anything of these matters to 
the Commissioner, and it appears to us to 
be carrying matters a little too far for him 
to merely rely on the fact that he was 
aware that in lodging her return his wife 
had informed the Commissioner of all the 
necessary information. If that were the case 
the Commissioner would be required to 
examine the returns of all taxpayers to see 
if anything is disclosed therein affecting 
another taxpayer before he made any assess- 
ment.” 

The result of this appeal as far as 
Section 170 is concerned may now 
appear fairly obvious, but the lesson we 
should learn from the Board’s finding 
is also obvious. We must ensure a full 
disclosure by the taxpayer. 

Mr. Cullinan has suggested that the 
test of what is full and true disclosure 
will resolve itself into the reasonableness 
of the taxpayer’s behaviour, and whilst 
this may be so, I would hesitate to suggest 
that any of us tempt Providence too 
greatly on this point. Thus, we come 
back again to see how sound was the 
speaker’s advice to over-disclose rather 
than under-disclose. 


In relation to the second of the major 
sections of Mr. Cullinan’s paper — that 
relating to the re-opening of assessments 
—TI have the following comments to 
make:— 

“Fraud” and “Evasion” 

You will be aware that Section 170 (2) 
authorises the Commissioner to amend 
an assesment to correct an error of calcu- 
lation or a mistake of fact to prevent 


avoidance of tax — 
(a) Where he is of opinion that avoidance 
is due to fraud or evasion—at any 
time; and 
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(b) Where there has not been a full and 
true disclosure and there has been 
avoidance of tax but no fraud or 
evasion—within 6 years from the date 
which the tax became due and payable. 

The paper has adequately dealt with 

most phases of this aspect, and I propose 
to confine my comments principally to 
some observations relating to the mean- 
ings that have been ascribed to the words 
“fraud” and “evasion”. They are such 
vital words in the text we are considering 
that a full understanding of them is 
essential if we are to discharge our 
responsibilities as tax agents, and in this 
respect we should note that Section 
170 (2) empowers the Commissioner to 
operate in accordance with the section 
where he is of the opinion that avoid- 
ance is due to either fraud or evasion. 


Thus, whilst he may find reason to 
hesitate in deciding fraud has been 
perpetrated, there is still open to him 
the possibility of establishing evasion as 
the actuating motive. 


Fraud exists “when it is shown that 
a false representation has been made 


(1) knowingly, or (2) without belief in 


its truth, or (3) recklessly, careless 
whether it be true or false”. (Derry v. 
Peek (1889) 14 App. Cas. 337 at page 
374.) Fraud may also exist where there 
is a partial statement of fact in such a 
manner that the withholding of what is 
not stated “makes that which is stated 
absolutely false”. (Peek v. Gurney (1873) 
L.R. 6 H.L. 377.) 


For an action for fraud to succeed 
the following five elements must be 
established:— 


1. The representation must be 
statement of a material fact. 

2. The party who makes such representation 
must know that what he is stating is 
false or he must have no belief in its 
truth or not care whether it be true or 
false. 

. The party who makes the representation 
must intend the other party to the 
contract to act upon such representation. 

4. The representation must, in fact, have 
been acted upon by the other party. 

5. The person claiming must have suffered 
damage. 


The presence of each element is 
necessary in order to constitute the 


a false 
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grounds for an action for fraud. Lord 
Esher, M.R., in Le Lievre v. Gould 
(1893) 1 QO.B. 491 said:— 

“A charge of fraud is such a terrible 
thing to bring against a man that it cannot 
be maintained in any Court unless it is 
shown that he had a wicked mind.” 
Perhaps today we would not think of 

fraud in quite these terms. but to my 
mind Lord Esher’s summation of fraud 
remains as adequate as it was in 1893. 


Evasion, to which the Commissioner 
may turn when he finds the door of 
“fraud” closed against him, appears to 
offer an easier path for the Commissioner, 
and it seems that as to the meaning of 
evasion, it is generally conceded that the 
word is capable of being used in two 
senses — one which suggests underhand 
dealing, and another which means nothing 
more than the intentional avoidance of 
something disagreeable. 

The meaning of the word was dis- 
cussed by the High Court in Wilson v. 
Chambers & Co. Pty. Ltd. (1926) 38 
C.L.R. 131, a case where a charge of 
evading customs duty was unsuccessful. 
In that case Isaacs, J., said:— 

“Any trick or artifice or force which 
results in obtaining dutiable goods without 
payment of duty is fraud on the revenue, 
and is therefore outside simple evasion. If, 
legally owing the duty, the importer has 
not merely omitted to pay, but has omitted 
without any reasonable grounds for with- 
holding payment, he has evaded payment.” 

Later, Isaacs, J., suggested the possibility 
of the word “including negligence or 
unbusinesslike conduct”. 


The precise meaning of the word, 
however, has perhaps never been satis- 
factorily resolved, but I would subscribe 
to the view (expressed by a Board of 
Review) that “it undoubtedly connotes 
underhand dealing and is usually associ- 
ated with acts or omissions which are 
designed to obtain an unwarranted ad- 
vantage”. 

Jordan, C.J., in Denver Manufacturing 
Co. v. C. of T. ((1949) S.R. N.S.W. 
195), however, felt the Board had put 
the standard somewhat too high against 
the Commissioner so that even on such 
a high judiciary level the matter is not 
without doubt. 


The Australian Accduntant, February, 1960 





. 
> 


, 


OFFICES THROUGHOUT AUSTRALIA 


Melbourne: 34.6191. Sydney: BM6231. 
Adelaide: W 1589. Brisbane: FAIO21. 
Perth: 23.3558. Hebart: 8 7339. 


Rees ESOT worE tse wow t 
AUTOMATION COMES TO THE DESK TOP WITH THE NEW 


CALCULATORI. 


The Automation desk figuring machine is here . . to clip hours 
from each day’s work . . . to slash overhead costs. 

It’s the new Monro-Matic Calculator. 

This compact, convenient machine with Monroe’s time-tested 
single keyboard design is totally automatic, responds instantly to 
a light touch, controls itself. Automation gives split-second 
answers to every kind of figuring problem from the simplest to 
the most complex. Small wonder operators who know, prefer 
Monroe. And businessmen pick the Monro-Matic as a preferred 
investment for lowering figuring costs and for assurance against 
obsolescence. 





FUNCTIONAL-COLOR CONTROLS 


Green control keys to multiply, red to 
divide. Only one of the many Monroe 
exclusives that speed figuring, increase 
production, simplify operator's work. 











30 DIFFERENT MODELS from which to choose — so 
you do not pay for features you'll never use. Illustrated is the 8N-213 
% automatic three factor multiplication 4 automatic decimal indication 
% automatic individual and accumulated results % aut ic inst 
division alignment 


NEW THREE YEAR PURCHASE PLAN AVAILABLE FOR ALL MODELS 


The “Man from Monroe” will be pleased to demonstrate any model on your 
desk on your particular problem. 





If you're in business you need 


Business Equipment evi 


Sole Australian Agents for Mercedes Accounting Machines and Royal Typewriters. 
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No, we don’t mean E. & 0.E. 


aor > oo © OFC. oO Oo & 


We mean E. & E. O. — 
even, and excellent opacity. We speak of 
“Burnie” Superfine Bond. 

Here is a letter paper with all the 
characteristics looked for by business 

houses and others to whom paper of fine 
quality is of paramount importance. 
Combined with an even surface texture and 


perfect opacity “Burnie” Superfine 





Bond watermarked paper has a high white 
pap g 
tf colour and a brightness that is 
“right”. It is a matured 


paper of consistent stability. 


ASSOCIATED PULP & PAPER MILLS LIMITED 


Offices at Melbourne, Sydney, Brisbane, Adelaide. Mills at Burnie, Tasmania 


“BURNIE” PRODUCTS ARE DISTRIBUTED BY WHOLESALE PAPER MERCHANTS THROUGHOUT AUSTRALIA AND NEW ZEALAND 
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Perhaps in comparing fraud with 
evasion one may be justified in con- 
cluding that where a taxpayer knowingly 
omits income from his returns his con- 
duct in the absence of any creditable 
explanation amounts to avoidance of tax 
by evasion, whereas if he sets about by 
devising a method or trick —such as 
falsification of records —to deliberately 
hoodwink the Commissioner, he has 
worked a fraud. 


In considering the foregoing it should 
not be overlooked that a bona fide trans- 
action which has been legally designed 
to escape or reduce liability to tax is not 
evasion — Waterhouse v. D.F.C. of Land 
Tax (1914) 17 C.L.R. 


Mistake of Fact 


There is one final portion of the 
paper to which I would like to add a 
comment and that concerns the problem 
of establishing what constitutes a mistake 
of fact. 

Mr. Cullinan on this point has drawn 
attention to the conflicting views ex- 
pressed by different Boards of Review 


and an analysis of the cases cited reveals 
not only a divergence of opinion between 
the Boards, but indeed within the Boards 
themselves, and points to the extreme 
difficulties a tax agent would have in 
establishing for himself what does repre- 
sent a mistake of fact. 


Each of the relevant cases involves 
assessing procedures within various in- 
come tax departments and the circum- 
stances in each case are basically the 
same. 


A partner was assessed on income he 
disclosed as his share of the net income 
returned by the partnership, without 
reference by the assessor to the partner- 
ship return. Before the expiration of 
three years, the Commissioner amended 
the partners’ assessment to increase in- 
come from the partnership and appeals 
to Boards of Review suffered differing 
fates:— 

3 C.T.B.R. (N.S.) Case 101: By majority, 
Board No. 1 found the amendment author- 
~ 3! 7 Section 170 (2) to correct a mistake 
or fact. 
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5 C.T.B.R. (N.S.) Case 105: Board No. 2 
dealt with this case and unanimously al- 
lowed the appeal on the basis that no 
mistake of fact had been made. 

7 C.T.B.R. (N.S.) Case 22: Held by 
majority of Board No. 1 that amendment 
was to correct a mistake of fact. 

7 C.T.B.R. (N.S.) Case 68: The facts 
before Board No. 3 were the same as those 
in Case 101 (Vol. 3) except that they 
related to an appeal lodged by a different 
partner, and the Board unanimously al- 
lowed the appeal. 

A detailed study of the reasons ad- 
vanced by the various members of the 
Boards of Review would occupy too 
much time to deal with in this Com- 
mentary, and as the decision in Case 68 
is under appeal to the High Court, it 
would be preferable to await the decision 
of that tribunal, although the dissenting 
member in Case 101 (Mr. F. C. Bock) 
summed up the situation in a way which 
appealed to me when he said:— 

“The circumstances of the case are most 
extraordinary; the taxpayer met all of the 
requirements imposed on him by Act and 
by regulation to enable a proper assessment 
to be made, and a valid assessment was 
made and notified to him. Nearly three 
years later he was notified of an amended 
assessment increasing his liability because, 
in pursuance of administrative policy, only 
portion of the facts submitted by the tax- 
payer were adverted to in the original 
assessment. To hold in these circumstances 
that the Commissioner had power of 
amendment seems to me to transfer the 
source of authority to make amendments 
from the statutory provisions of the Act 
and vest it in administrative policy.” 


This summation appears to be in line 
with Mr. Cullinan’s view that the type 
of “mistake of fact” pointed to in Section 
170 is one arising otherwise than from 
the deliberate ignoring of facts. 


That is as far as time permits to take 
this Commentary, but I would like to 
leave with you a final thought, and can 
think of none more appropriate than the 
advice given by Polonius when he said 
farewell to his son Laertes, in these 
terms: 

“ . . And this above: all—to thine own 
self be true; 

And it must follow, as the night the day, 

Thou canst not then be false to any man. 

Farewell; my blessing season this in 
thee.” 
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Reporting Financial Information to 
Employees 


The twentieth annual research lecture in the University of Melbourne, 
endowed by the Australian Society of Accountants, delivered by 


R. KEITH YORSTON, 0.B.E., B.COM., F.A.S.A. 


(President of the 


N.S.W. Division of the Society), on 30 September, 1959. 


NE result of the industrial revolution 
in England in the eighteenth cen- 
tury was that aggregations of capital to 
provide factories and machinery became 
more common. A further and natural 
result was a general increase in the 
number of employees in the typical in- 
dustrial unit. Both the aggregations of 
capital and the increase in the number 
of employees in a single business entity 
have been intensified in this century, and 
in many industries appear to be a natural 
development. 


The former of the “effects” of the 
industrial revolution mentioned led to 
the invention of the limited liability 
company, from which arose the concept 
of “accountability” to shareholders by 
the directorate and management of com- 
panies. This sense of “accountability” 
gave impetus to the growth of the ac- 
countancy profession. Both the provi- 
sions of the company statute and the 
activities of our profession recognise 
this “accountability” to members of com- 
panies. The members of companies, as 
the owners of the corporate enterprise, 
are entitled legally and morally to an 
account of stewardship. 


This paper is an enquiry as to whether 
any such “accountability” exists, or 
should exist, by the directorate and 
managements of companies, to those 
comprising the work force of a com- 
pany. 

Legally no such “accountability” 
exists. Employees of a company, unless 
they also be shareholders, are not en- 
titled by the provisions of the company 
statute to information as to the result 
of operations or financial health of the 
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company. Is it in the interests of the 
company as a whole that there should 
emerge some measure of “accountabi- 
lity” to employees? Is it in the interests 
of an individual company itself that em- 
ployees should be regularly apprised of 
the progress and financial condition of 
a company? If the answer to this ques- 
tion is in the affirmative — it then fol- 
lows, how is such information to be 
supplied and what should it comprise? 


One of the greatest obligations that 
rests upon accountants, both as indivi- 
duals and as members of an organised 
profession, is that of acting in the inte- 
rests of those who as shareholders, em- 
ployees or vendors entrust their savings, 
their time, their products to the care of 
others. Such an obligation exists whether 
we be in the public or commercial prac- 
tice branch of our profession. Employ- 
ees, and others, may be unable to 
measure the quality of our stewardship. 
This does not obviate or vary our obli- 
gation — if such an obligation does in 
fact exist. 


One of the hallmarks of members of 
a profession, and we seek to have ac- 
countancy recognised as a profession, is 
the unwillingness of its members to seek 
reward at the expense of others due to 
ignorance. Confidence is being placed 
increasingly in the members of the ac- 
countancy profession. Ours is a pro- 
fession of trust and privilege. The basis 
of our work is integrity. Has our pro- 
fession any “accountability” to employ- 
ees of companies, even to those unable 
to “appreciate” the results of such “ac- 
countability”? Acceptance of an obli- 
gation, if such exists, is the duty of 
members of a profession. 
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Before considering the problem ex- 
pressed, it is obvious that the term 
“employees” is one of wide variation 
and of quite different requirements as to 
financial information about the corpo- 
ration which employs them. Female 
operatives in, say, a textile mill, who 
require a “job” for a few years until 
marriage “couldn’t care less” as we say, 
about the progress of the company which 
supplies their wages week after week. 
At the other end of the scale, we could 
put the financial executives of large enter- 
prises who are personally, as well as from 
the company angle, interested in the 
company’s progress and stability 


I consider it beyond the scope of this 
paper to determine which employees or 
which class of employees should be sup- 
plied with financial information. The 
employees of each organisation will be 
either interested or not interested in the 
company’s financial affairs. It is my 
view that those interested should be 
given the maximum of information. This 
observation particularly applies to “key” 
personnel. No harm can result from 


supplying information to those in the 


“not interested” class. The fact that they 
are even “remembered” by the “manage- 
ment” may do good even if the financial 
information supplied is not understood. 


Admittedly a majority of employees 
may be disinterested in the financial 
operations of their employing company, 
but it is possible that if they were en- 
couraged to be interested, such interest 
would react to the benefit of both the 
company and themselves. Might not the 
supplying of information make employ- 
ees feel that they are one section of a 
team? The only objections I can see to 
giving financial information to employees 
are: the information may be misunder- 
stood; it may be misrepresented; the 
information may provide knowledge to 
competitors of the company. 


As employees comprise such a large 
segment of the population, one purpose 
which will be achieved by supplying 
financial information to employees will 
be to educate a considerable proportion 
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of the population about the private enter- 
prise system. On the grounds alone 
that the misconception existing regarding 
the earnings of corporate ventures will be 
decreased, the supplying of information 
to employees can be supported. If the 
private enterprise system is to persist, it 
requires explanation and employees pre- 
sent an excellent medium for such expla- 
nation. Proper explanation should en- 
courage enthusiasm for the system. It 
would seem natural that employees should 
evidence more interest in an organisation 
which employs them if they know some- 
thing about its operations and results, 
than if they do not. As there are always 
more employees than there are manage- 
ments, and often more employees than 
there are shareholders, it seems that if we 
are to succeed as an industrial nation 
we are at present neglecting to give en- 
lightenment to the greatest number of 
people whose very security and standard 
of living depends upon the success of 
their companies. 


Some years ago, with the assistance 
of three companies, a questionnaire was 
sent by me to employees seeking their 
views on the financial statements issued 
by their company. Asked what infor- 
mation they would like, as employees, 
to be included in the financial statements, 
they brought forth answers of which the 
following are typical:— 

“How much each share is worth.” 

“Furthe: information in profit and loss ac- 

count.” 

“Information regarding waste of materials, 

etc.” 

“A straight-out statement of how much the 

firm’s profits are and how much it owes the 

bank.” 


The request to suggest how the com- 
pany’s financial statement might be 
made more intelligible elicited the follow- 
ing replies:— 
“Comparisons should be made of the re- 
sults of firms of a similar nature.” 
“Too much detail—state plain facts.” 
“Such statements as ‘authorised capital,’ 
etc., could be indexed inside the cover and 
their meanings briefly stated.” 
“Break down of the big words.” 
“One page in simple language about how 
much profit was made would be sufficient 
for the ordinary worker.” 
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But most answers to this section of the 
questionnaire asked for explanations of 
the financial statements in a simpler form. 


As this paper is of a research nature 
it is concerned with a critical examination 
of basic assumptions and it is my view 
that we as accountants, acting as part of 
the management team, should assume a 
moral obligation to see that financial in- 
formation is supplied to employees. I 
would suggest that an individual who 
gives of his time and talents to an organi- 
sation is entitled to more than his weekly 
or monthly pay cheque. I suggest he is 
entitled, at least, to the same financial 
information that a holder of shares is 
awarded by the company statute. Ad- 
mittedly the degree and probably the 
quantum of financial information sup- 
plied will depend upon the status of 
the employee in the organisation. All 
should, I suggest, have available to them 
enough information to be able to gauge 
for themselves, or to have a _ person 
skilled in accounting interpret for them, 
the financial progress and financial con- 
dition of the company which employs 
them. Should a shareholder be in a 
better position to change his investment 
than an employee to change his employ- 
ment? Is it not good employee relations 
to supply information to employees to 
make them feel they are a part of a team? 
Surely on moral grounds the holder of 
one hundred 5/- shares in a company is 
not of more consideration to the manage- 
ment of the company than an employee 
who may give years of his labour, even 
in some cases his whole working exist- 
ence, to the company. 


The moral obligation of an employing 
organisation to supply financial infor- 
mation to employees may also be sub- 
stantiated on the grounds of the notion 
of “permanent” employment which both 
the employer and employee tend to 
create. Both the employer and the em- 
ployee desire to avoid “labour turnover” 
and this desire leads towards permanency 
of employment. In the larger organisa- 
tions the provision of amenities, provi- 
dent and superannuation funds, is made 
for the express purpose of avoiding 
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labour turnover. The notion of perma- 
nent employment is engendered by the 
organisation and adopted by the em- 
ployee. This notion of permanency of 
employment carries with it, I suggest, 
the obligation to supply employees with 
financial information as to the operations 
and conditions of the employing organi- 
sation. 


Loyalty to the organisation and long 
association with it leads to recruitment 
of employees from families already em- 
ployed. This, I suggest, adds to the 
moral obligation. 


I have referred to the moral obligation 
to keep employees informed about the 
financial condition of the employer. An 
employee’s livelihood is affected favour- 
ably or adversely by the progress or 
retrogression of the organisation employ- 
ing him. In theory, an employee is at 
liberty to change his employment but in 
practice his ability to do so is restricted. 
The demand for his particular profes- 
sional or technical skill may not be great; 
changes of locality may be involved with 
attendant costs and the severing of valued 
associations; the accumulation of sick 
leave and long service leave and similar 
matters may be lost by a change. 


The employee’s job is the centre of 
his existence; his hopes, fears and, in 
an increasing segment, his pride hover 
around his job. A worthwhile employee 
is interested in hearing about the progress 
and stability of the company which em- 
ploys him — lack of such knowledge 
must tend toward uncertainty. 


Generally it is in the best interests of 
both the employer and employee that 


labour turnover be reduced. It is my 
view that in the years ahead the company 
statute will recognise the claims of em- 
ployees in the manner I have indicated. 
This may be a move in the direction of 
greater co-operation between capital and 
labour. 


The main difficulty in conveying 
financial information to employees 1s 
that there is no uniformly understood 
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objective as to what employees’ reports 
are to achieve, what the employees want 
to know, or how to get the message 
across to them. 


In other words it is difficult to arrive 
at a standard by which to judge the 
effectiveness of reporting financial infor- 
mation to employees. What is to be 
achieved? Is it 


(a) to show employecs how well off they 
are compared to those in other com- 
panies; 

(b) to stimulate employees to greater 
efforts by showing them that wages have 
increased greater than production; 

(c) to create employee pride in the com- 
pany; 

(d) to recognise the part played by em- 
ployees in achieving the results for the 
year; 

(e) to supply employees with information 
recognising that an employee well sup- 
plied with facts is less likely to be led 
astray by rumours and unsubstantiated 
information about the company’s financial 
condition; 

(f) to encourage others to join the work 
force of the company; 

(g) to reduce, as suggested above, the turn- 
over of labour? 


The main reason prompting the supply- 
ing of financial information to employees 
is, I suggest, the establishment of better 
understanding between employees and 
management. 


In order to ascertain whether or not 
financial information was being supplied 
by Australian companies to employees 
a questionnaire was sent by me to 
155 companies. The companies were a 
random selection from Jobson’s Invest- 
ment Year Book. Replies were received 
from 90 companies (three of whom ad- 
vised that it was not the policy of the 
company to supply such information) 
this being a phenomenal response of 
58% (a 10% reply would have been 
considered a good one). The high per- 
centage of replies indicates the consider- 
able interest in the problem of this paper 
and the fact that most companies do not 
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appear to know the answer to the 
problem. Many appear anxious to find 
a solution. The results of the question- 
naire are as follow: 
In reply to the question as to whether the 
company supplied financial information 


to all employees only 20 out of the 87 
companies replying said that they did so. 


As a reply to whether the company supplied 
information to a section only of em- 
ployees 43 out of 87 companies said they 
did this. 


Asked what class or section of employees 
this information was supplied to brought 
the following answers:—Management and 
senior employees, 25; executives, 7; em- 
ployees who are shareholders, 6; selected 
employees, 1; two years and more of 
service, 1. 

It would appear from these replies to 
be rare for employees other than senior 
executive staff to be supplied with any 
financial data about the company em- 
ploying them. 


In reply to the question as to whether 
the information given to employees was 
the same as that supplied to shareholders 
the answers were: same as given to 
shareholders, 41; more detail, 19; sim- 
plified form, 1. 


The manner in which the information 
was supplied by the company indicated 
that the annual printed report as supplied 
to shareholders was the medium used 
(37 companies). Other methods were: 
monthly reports, 6 companies; verbal 
reports, 5 companies; staff newsletter, 
3 companies. 


It would seem that most companies 
are making little effort to keep employees 
informed and that possibly less than one 
in four companies even supply the mem- 
bers’ annual report to employees. 


The question “Is your company satis- 
fied that it has achieved its object by the 
practice adopted?” brought the following 
interesting replies:— 

“We consider it would be unethical to 
supply information to members of the 
staff which is not supplied to share- 
holders.” 
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“Yes. We think our employees are better 
informed than most about the state of the 
business on which their livelihood de- 
pends.” 

“No. But we have gone some of the way.” 

“Yes. At this stage the objective is limited 
to executives having a sound knowledge 
on which to manage the company.” 


Some interesting replies were received 
to the question, “Any general comment 
you wish to make on the subject of this 
questionnaire?” 

“It is our aim to make each department 
(and sections within departments) function 
as a separate business, having regard to 
an overall plan. Statistical information 
probably more important than detailed 
financial information.” 


“Daily costs and efficiency figures are sup- 
plied to factory foremen, but ‘financial’ 
accounts are confined to executives and 
the board.” 


“As secretary of the company I think it is 
important to give employees an under- 
standing of the financial affairs of the 
company. However, this is not board 
policy.” 

“We have given balance sheets, etc., to all 
employees but have discontinued the prac- 
tice because we could not see any good 
result coming from the practice.” 


“Not considered in the best interests of the 
company to supply financial information 
about the company to employees.” 


The above statements confirm my view 
that the problem of giving information 
to employees is one which is realised by 
company managements and that most of 
them do not know the answer to the 
problem. The results of my brief survey 
indicate, I suggest, the desirability of a 
much more detailed survey and discus- 
sion of the whole matter. It must be 
remembered that the conventional finan- 
cial statements are as unintelligible to 
the average employee as they are to the 
average shareholder. 


In addition to the questionnaire, I have 
made other enquiries in Australia and 
overseas, and I would summarise the 
generally accepted methods of communi- 
cating information to employees as com- 
prising the following: 
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(1) By the issue of an annual report:— 
(a) A report specially prepared for em- 
ployees. 
(b) A section of the shareholders’ annual 
report directed to the employees. 
(c) The issue of the normal shareholders’ 
report to employees. 


(2) By means of information contained in 
a house organ or company magazine 
issued —— 


(a) monthly; 
(b) every other month; 
(c) quarterly. 
(3) By the issuing to employees of a copy 


of any important statement made on 
behalf of the board. 


(4) By the holding of staff meetings at 
which one of the chief executives ex- 
plains the company’s health to the em- 
ployees. This may be, depending upon 
the circumstances, a meeting of 


(a) the whole staff: 


(b) a consultative committee, which re- 
ports back to employees; 


(c) those above the level of  super- 
visors who report to those ‘supervised’. 
(5) By means of wall charts or notice 
boards. 
(6) By means of pay envelope inserts. 
(7) By the use of films and film strips. 


(8) By information in the press. 


The method to be adopted depends 
upon many factors. The Ruberoid Com- 
pany of New York says: “There is no 
doubt in our minds that bringing the 
financial facts about our company to the 
attention of employees is important in 
those cases where the employee grasps the 
meaning of our performance. We feel 
that keeping him fully informed makes 
him more aware, and consequently, a 
better employee. However, like most 
corporations, we are very much uncertain 
about the best way in which to do this.” 


Before discussing the advantages and 


disadvantages of each of the above 
methods it should be stressed that it is 
quite wrong to “talk down” to employees. 
Any report to employees, written or 
spoken, should endeavour to arouse 
their sense of pride in the company by 
informing them of the “wonders” of the 
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company. If productivity is to be in- 


creased, should not employees be given 
greater information about production, 
prices and similar matters? 


As a means of obtaining independent 
views on the methods suggested, I com- 
municated with some dozens of business 
friends overseas and in the next few para- 
graphs views of overseas experts will be 
given concerning the different methods 
of giving information to employees. 


The first method mentioned concerned 
the issuing of a special report for em- 
ployees. 


The development of thought on this 
special-purpose statement is best ex- 
plained in the following extract, with 
which I agree: 

“For some years we did prepare a special 
annual report for employees. The last such 
special report was for the fiscal year ended 31 
August, 1945. Up to this time, numerous 
companies in the United States prepared 
separate reports for employees. Our em- 
ployee reports included more charts, pic- 
tures and color, and displayed the source and 
disposition of funds in graphic form and in- 
cluded a simplified balance sheet. During 
these years, our annual report to stockholders 
was very conservative and there was very 
little use of graphic presentation and color. At 
about this time, the trend in annual reporting 
began to change. It was felt by a great many 
companies who had formerly issued separate 
reports that there was some resentment on 
the part of employees in that the company 
might be attempting to talk down to them. 
We feel that our employees’ general intellig- 
ence is equal to that of the average stock- 
holder and now address our annual report to 
our stockholders and employees. Much 
thought and effort goes into the preparation 
of the report so that it tells a story of 
interest to stockholders, employees, security 
analysts and others in the financial com- 
munity. Much greater use is being made of 
color, art work, pictures, charts, and com- 
parative operating statistics covering a period 
of at least ten years.” (Oklahoma Natural 
Gas Company of Tulsa, Oklahoma, U.S.A.) 


The dangers of the issuing of a sepa- 
rate report to employees are summarised 
thus:— 

“However, two years ago we concluded 
that we were creating suspicion in the minds 
of employees by giving them a report dif- 
ferent from that prepared for stockholders- 
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that is, a suspicion we were withholding some 
information from them, and so ever since then 
we have been distributing the full stock- 
holders’ report to employees.” (Armstrong 
Cork Company of Lancaster, Pennsylvania, 
U.S.A.) 


On the other hand there are views 
that a separate report is desirable — 


“You ask for the benefit of our experience 
regarding the annual report specially pre- 
pared for distritution to our employees. Our 
experience in this conection has been good, 
with no particular set of statistics to prove 
the poinr but, from general comments written 
to the editor of Republic Reports, we know 
that the annual report issue is read and is more 
easily understood by the average employee 
than the more technical formal annual report 
sent to all stockholders. Republic Reports is 
sent to each employee’s home and, as a conse- 
quence, reaches into the family better than 
if it were merely a ‘pick-up’ brochure at the 
plant gate.” (Republic Steel Corporation of 
Cleveland, Ohio.) 


The greatest danger is that separate 
reports, by endeavouring to concentrate 
exclusively on matters of interest to em- 
ployees, may foster and increase the sense 
of class consciousness and separate class 
interest, whereas every business executive 
must desire to develop more community 
feeling and interest among all the groups 
with whom he has to deal. 


Having a section of the shareholders’ annual 
report devoted to the employees. This is the 
method adopted by some Australian com- 
panies and is really only a variation of the 
method of sending the shareholders’ annual 
report to employees. Instead of just a brief 
word of thanks being included in the report, 
either a page or a few pages is devoted 
specifically to employee interests. 


The issue of the normal shareholders’ re- 
port to employees. This is the method adopted 
by most companies in Australia which supply 
information to employees. This method is 
commented on later in this paper. 


By means of information contained in a 
house organ or company magazine. There are 
various methods of achieving this and the 
following views expressed will supply them. 

“For a number of years we did issue a 
specially prepared annual report for em- 
ployees. We have recently begun to have 
some doubts as to the value of the employee 
annual report. These were prepared in a 
simplified manner and we have been occasion- 
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ally criticised for talking down to our em- 
ployees and under-estimating their ability to 
understand the regular annual report. My 
experience indicates that this is a rather preva- 
lent criticism of specially simplified reports 
for employees. In order to halt this criticism, 
we changed our procedure this year and 
merely supplied the employees with a sum- 


mary of the annual report information through . 


the regular divisional newsletter. These news- 
letters are issued by each of our operating 
divisions approximately once a month and 
contain overall corporate news as well as 
divisional news. 


“This year we attached a questionnaire to 
the newsletters containing the annual report 
information and asked the employees which 
method they preferred. The vote was almost 
unanimously in favour of the newsletter pro- 
cedure. We also made copies of the annual 
report available at each division. We men- 
tioned in the newsletters that these could be 
picked up by any employee at the personnel 
office, but found that practically no employee 
was sufficiently interested in the annual report 
to pick up copies.” (Worthington Corpora- 
tion of New Jersey, U.S.A.) 


Charts and graphs are to be preferred to 
actual figures, which latter are not usually 
remembered. If the information is to be 
supplied in the house organ or magazine, too 
much information should not be given in the 
one issue. It is considered wise to spread the 
report over a few issues. 


An alternative method:— 

“We have been following this policy for 
many years and have found it very worth- 
while. We prepare a special annual report 
for our employees and publish it in our em- 
ployee magazine, News Pictorial, which is 
mailed to the homes of all J-M employees. 
We also publish a mid-year report in the same 
manner and run brief items covering our 
quarterly sales and earnings figures.” (Johns- 
Manville Corporation of New York.) 


“The regular report is supplemented by a 
thumbnail sketch in our weekly house organ.” 
(Jewel Tea Co. Inc. of Illinois.) 


The issuing of important statements made 
by the board of directors. This is explained 
as under:— 

“Our President, Mr. James N. Symes, de- 
votes a great deal of time and effort towards 
the improvement of conditions affecting our 
company and the railroad industry and when- 
ever these issues are of a significant nature, 
his remarks are usually distributed to em- 
ployees in a printed form. This, of course, 
keeps them currently aware of our problems 
and their needed solutions. In our opinion 
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the distribution of information plays an im- 
portant part in management-labour relations.” 
(The Pennsylyvania Railroad Company of 
Philadelphia. ) 

The staff meetings may be in addition to 
other means of dissemination of information. 
Thus: — 

“It is certainly characteristic of the Jersey 
organisation to keep its employees well in- 
formed regarding company operations. We 
feel that the approach to effective communica- 
tions embraces varied programs, including the 
publication of unit newspapers, group meet- 
ings, notices on bulletin boards and internally 
circulated reports of special newsworthy 
events.” (Standard Oil Company of New 
York, U.S.A.) 


I have elsewhere suggested that the 
normal type of annual report may be 
simplified. This report should be sent 
to employees, as to shareholders, at 
quarterly or half-yearly intervals, accom- 
panied by a statement of source and 
disposition of funds in a condensed form. 
The report and statement must be devoid 
of accounting jargon. I see no reason 
why the funds statement should not com- 
mence with the turnover of the company 
and comparative figures be given. | 
consider it is virtually useless sending 
a revenue statement and balance sheet 
to all employees, again as to all share- 
holders, but employees who desire a 
copy should be able to obtain one upon 
request. Those sufficiently interested, 
either financially or otherwise, would 
then obtain them, some to submit to 
their financial advisers. As the financial 
statements are historical “documentaries” 
based on a cost which may have materi- 
ally altered by the time the member 
receives the information, the directorate’s 
quarterly or half-yearly resume, it is sug- 
gested, is the employees’ best guide as 
to the financial progress and stability of 
the company which employs them. 


It is my view that employees, like 
shareholders, should be informed of — 


(1) the total turnover. (Probably of interest 
to employees, but not so much to members, 
would be details of the turnover by different 
States or branches); 

(2) the cost of goods or services produced — 
this is usually only given in diagram form 
and employees will be interested in the 
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“Gosh! 
What a time 


to start melting” 


High over the Aegean Sea under a hot sun — and the wax sticking his 
new trial flight wings together couldn’t take it. Happy landings? 
Not a chance! Some things can be left to chance — some can’t. 

There’s no need to leave the future financial security of an income-earner’s 
dependants to chance — the A.M.P. is there to guarantee it for you. 


Talk to your A.M.P. man about “Dependant Protection Plans.” 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 
HEAD OFFICE: 87 PITT STREET, SYDNEY 
GENERAL MANAGER M. C. BUTTFIELD 


tery A.M.P. member enjoys the unquestioned security afforded by funds exceeding £400,000,000 which the Society seeks to inves 
to the greatest benefit to members. 


P260D 
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TEAMWORK PAYS DIVIDENDS 


. more figure facts 
faster - at less cost ! 


There's a Burrough Director Machine for 
every figurin = ey ome a simple, in- 
expensive adding-subtracting machine to a 
comprehensive accounting machine ideally 
suited for small or medium-sized businesses. 


Director 600 Accounting Machine. Fast 
front-feed form handling—proof accumu- 
lation and many other Big machine 
advantages. Single and two total models 
. at a price so low it makes pen-and-ink 
bookkeeping an utter extravagance! 


Director 400 Multiple Tetal Addin 
Subtractor. Provides addition and su 
tracting with as many as four totals. Even 
multiplies and—on figuring jobs—serves as 
a bookkeeping machine! Does almost every- 
thing :—listing, trial balances, statements, 
invoicing. Simple to operate. Lightning 
quick. Quiet and compact. Wide or narrow 
carriage. 10 or 13 column capacities. 


Director 200 Adding-Subtracter. 
Burroughs Shadow Touch keyboard gives 
new operating speed and ease. Responds 
to the slightest pressure giving faster, 
smoother operation. Light and portable, 
extremely versatile, wide or narrow 
earriages, subtraction in red 





be rr wnghe 


For details 


Call your Burroughs man 


at the nearest branch office or write to 


Burroughs Ltd., 40 Miller St., 


Werth Sydney. Phone: XB 5831 
8U32 


Time- Saving 
Money- Saving 


Burroughs Director Series 
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information normally given in the mem- 
bers’ annual report; 

(3) thanks and tribute to employees, mention 
of special achievements; 

(4) length of service of employees and photos 
in large organisation; 

(5) total payments to employees. Show em- 
ployees what share of revenue they are 
getting compared with shareholders, taxa- 
tion, and other interests; 

(6) information about profits, the return to 
members, the number of members, average 
return. There is not much point in stressing 
to employees that shareholders are risking 
their capital—employees may risk all. Em- 
ployees desire to know how the profits are 
“spent”; 

(7) amount left in the business in the form of 
profits retained; 

(8) employees may be interested in profits, 
for a different reason to members: incentive 
schemes may be based on profits; 

(9) employment statistics—here again for a 
reason different from members’ interest; 
(10) the future prospects are equally as im- 
portant to the employee as to the member. 
(11) employees are interested in knowing who 
owns the company, where do the members 
live—in the community or in some other 
State—what are their occupations—are they 
bankers, stockbrokers, investors or just ordi- 

nary people like themselves; 


(12) the employee is interested in the product 
or service he has helped produce—its value 
and importance and the part it plays in the 
life of the community or State. 


One of the main objects of supplying 
financial information to the employee is 
to make him feel that he is part of the 
company, and to help him identify his 
interests with the company’s continuing 
success. 


I would like to reiterate that an 
employee, because of his employment 
possesses a moral right to information 
concerning the financial progress and 
position of his company. 


Having decided to issue an annual 
report to employees, there are three main 
methods of doing so:— 


1. The whole of the report may be prepared 
by the management and then be printed as 
a normal printing job. A few companies 
can handle the printing themselves. 

. The matter is prepared by the management 
and given to a printer who has someone on 
his staff with special knowledge of prepar- 
ing annual reports, who actually prepares 
the report. 
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3. To have the whole report prepared by a 
public relations consultant possessing expert 
knowledge in the preparation of annual 
reports. 

If there is little difficulty with employee 
relations and the staff is adequately 
skilled, the first method is used. The 
second method is often used by small- 
and medium-sized companies, whilst a 
few of our large companies use the 
services of a public relations consultant 
in the preparation of their annual report. 


I would suggest that at intervals — 
something between every five and ten 
years —a special annual report should 
be issued and directed specifically to the 
employees. I think that, for such special 
types of annual reports, financial execu- 
tives should strive towards evolving some 
generally accepted standards of what 
should be communicated to employees. 


The economic revolution in which our 
profession was born is still in process. 
The forces which brought the account- 
ant into prominence are still gathering 
strength. If our profession is to take 
advantage of the tremendous opportu- 
nities ahead, we must be clear as to the 
degree of our “accountability”, especially 
to employees. 


In the early years of this century, the 
chief end of accounting was held to be 
the ascertainment of the worth of the 
business undertaking and the balance 
sheet was deemed the most important 
financial statement for it was held to 
show the financial position of the busi- 
ness enterprise. Later the going concern 
concept with its emphasis on the return 
on the capital employed in an under- 
taking became the chief end of account- 
ing, with the profit and loss statement 
the most important financial statement, 
for it showed the profit made, but often 
this profit was not able to be distributed 
to the owners. To members, and it is 
suggested to employees also, there is 
coming a change in that the most import- 
ant financial document is one which 
highlights the significance of the cash 
flow in and out of a business enterprise. 
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A statement of source and disposition of 
funds becomes of prime importance. The 
working capital position and the cash 
funds available are often of more im- 
portance than the “financial position” as 
disclosed in the balance sheet or the 
“profit” disclosed in the profit and loss 
statement. 


Employees should be encouraged to be 
interested in the financial health of the 
company employing them and to increase 
the size of the “cake” and therefore their 
own share of the “cake”. 


Before the interest of employees can 
be obtained in financial information about 
the company there must exist a genuine 
desire on behalf of the board of directors 
and the management to deal justly with 
employees. This is, of course, evidenced 
by a sound personnel policy, provision of 
amenities and the taking of an interest 
in the general welfare of the staff. 


A business conducted by a manage- 
ment which shows consideration to its 
employees, and I suggest the supplying 
of financial information to employees is 
giving consideration to employees, will 
tend to make for more loyal employees 
and the giving of better service by them. 


In the same way that the accounting 
profession has become greatly interested 
in taxation, so in the future it must, | 
suggest, become similarly interested in 
supplying information to employees and 
the representatives of employees. Orga- 
nised labour should be sufficiently ap- 
prised of the activities of companies in 
an industry so that the demands it makes 
are made with a knowledge of all the 
pertinent facts. There is one thing that 
is very prevalent in the minds of em- 
ployees and that is the thought that the 
shareholders get all the money and the 
employee is grudgingly given the least 
amount that management can get away 
with. This, of course, is very far from 
the truth, but how can this thinking be 
changed, or can we blame our workers 
throughout Australia for having this 
thought if we withhold from them the 
facts of business. All that is happening 
by withholding such information about 
his company, is the confirmation in his 
own mind that he might be right, because 
if this situation were not true manage- 
ment would not be afraid to make the 
facts available to him. I suggest that 
where there is ignorance there is also 
fear, suspicion, insecurity and unintel- 
ligent selfishness. 





Unit Investment Trusts 
By G. M. CARSON, Manager, Mutual Funds (Australia) Ltd. 


A paper delivered at the October meeting of the Victorian 


Division’s Current Accounting Forum, 13 October, 


UNIT TRUST, and its more modern 

overseas counterpart, the Mutual 
Fund, have one common aim, that of 
supplying a medium whereby investors, 
both large and small, experienced and 
inexperienced, may pool their capital for 
managed investment in a diversified and 
skilfully selected panel of securities for 
the production of income and capital 
growth whilst retaining the essential re- 
quirement of instant liquidity. 
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History of the Unit Trust Movement 


The first Unit Trust was established in 
London as long ago as 1868. However, 
only ten years after the formation of this 
Trust certain legal difficulties forced it 
and four additional Trusts to convert to 
limited liability investment companies or 
to liquidate. Thus, from the birth of 
the Unit Trust we also derived the cor- 
porate investment company or Investment 
Trust. 
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This corporate type investment com- 
pany continued to grow in Great Britain 
and other parts of the world. It crossed 
the Atlantic to America after the 1914- 
1918 War, and, strangely enough, re- 
sulted in the Unit Trust movement being 
re-born, and it was actually from this 
re-birth that it was re-introduced back 
to Great Britain in 1928-1929 by 
American organisations. In 1931 a 
British company pioneered the Fixed 
Trust movement in Great Britain, 
although prior to this the first European 
Trust was launched in Switzerland. 
Today in Great Britain there are 42 
Unit Trusts with over 400,000 individual 
investors. British Trust assets jumped 
in the last year alone by 50 per cent. to 
something in the vicinity of £100,000,000 
sterling. However, this rapid rate of 
growth cannot be compared with the 
American picture where since 1920 over 
200 Mutual Funds have commenced 
operations, and at the present stage have 
$14,000,000,000 invested on behalf of 
nearly 3,900,000 individual investors. 


Australian Unit Trusts commenced in 
Sydney in 1936, but it was not until after 
World War II that their development 
gained any momentum. In the early 
1950’s Unit Trust business began to 
expand and some six new organisations 
joined the original pioneer who, until this 
stage, had no competitor. In 1958 the 
development of the Unit Trust in Aust- 
ralia was highlighted when five of the 
eight major Australian trading banks 
became associated with Unit Trust man- 
agement companies. 


This rapid development has continued 
with a further two trading banks entering 
the field, one in conjunction with an 
established Unit Trust organisation, and 
the other which formed its own subsidiary 


to manage Unit Trusts. The total in- 
vested in Unit Trusts at the present stage 
approximates £45,000,000 and is made 
up by over 80,000 individual investors. 


We have recently seen the adaptation 
of the Unit Trust to investment in real 
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estate, and whilst I do not intend to 
comment fully on this particular develop- 
ment, I would mention that in endea- 
vouring to apply the safe and proven 
principles of the Unit Trust to real 
estate investment, the “authors” have, in 
my opinion, destroyed one of the greatest 
attributes of the Unit Trust — that of the 
resale of units at their current asset 
value; for whilst Unit Trust prices are 
calculated daily on official Stock Ex- 
change prices, Land Trust prices would 
be calculated from time to time on 
valuations of buildings and properties 
which although accurate, may not reflect 
the actual value of the asset on the open 
market. Also, in the case of forced 
realisation of assets due to an influx of 
unit repurchases, or of maturity of the 
Trust, I would consider the Unit Trust 
more advantageously placed when selling 
shares and other investment securities 
than the Land Trust which would be 
forced to dispose of city buildings, large 
sub-divisions possibly under construction, 
and blocks of luxury flats. 


We have also seen the advent of 
Mutual Funds to this country with the 
opening of two quite different types of 
funds. 


The modern concepts of “pooled in- 
vestment”, as incorporated in Mutual 
Funds operating in the United States 
of America and now in Australia, 
are many and varied, and do as much 
for the Unit Trust as the Unit Trust itself 
did in the first instance in offering 
diversified Stock Exchange investment. 
Basically, however, the modern invest- 
ment principles of a Mutual Fund amount 
simply to improvements on the Unit 
Trust, and for this discussion I therefore 
do not intend to differentiate between the 
two. In fact, over recent months it has 
become increasingly evident that with 
Australian management companies incor- 
porating many of the features of Mutual 
Funds in Unit Trusts, the two have 
become so interwoven in this country as 
to make separate identification almost 
impossible. 
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I would at this stage, however, qualify 
myself to the extent that I refer to the 
“open end” Mutual Fund, which is 
constituted under a Deed of Trust and 
which has independent trustees appointed 
to hold the underlying securities, when 
likening it to a Unit Trust and not the 
corporate type investment company, or 
investment trust which may either be 
“closed end” with members’ liability 
limited, as in the Capel Court Group, 
or “open end” with members’ liability 
unlimited, as in the investment company 
reeently sponsored by the Commercial 
Bank of Australia Ltd. I make this 
differential as the latter of these two 
corporate type investment companies is 
also referred to in America as a Mutual 
Fund. 


What Unit Trusts Offer the Investor 


The Unit Trust was originally devised 
as a means whereby the individual could 
make an investment in the share market 
without encountering the risks incidental 
to any single purchase. This is, of 


course, contrary to the usual belief that 


the Unit Trust was established for the 
benefit of the small investor, and herein 
lie the real aims of the Unit Trust which 
are to supply, whether to the large or 
small investor, a diversified Stock Ex- 
change investment which averages the 
incumbent risks and price fluctuations 
associated with company share owner- 
ship. Added to this, the Unit Trust 
offers skilled management, not only in 
the initial selection of avenues of invest- 
ment, but also in constant revision of 
the Trust’s portfolio. As we are all 
aware, the complex structure of the 
economy of our country changes from 
day to day, and to achieve the highest 
degree of success our investment outlook 
must change accordingly. 


At this point it may well be argued 
that whilst the small invester cannot 
achieve the diversification referred to due 
to lack of funds, the larger investor can. 
His task is formidable, however, for if 
he is to invest, say, £10,000 over 100 
companies, he must first select the com- 
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panies from more than 1200 listed 
securities, and thereafter review his 
holdings and switch from time to time 
to ensure his capital is always invested 
to the best advantage. He must arrange 
to collect and bank each six months his 
one hundred expected dividend cheques 
and attend to all bonus and new issues 
of capital. In a Unit Trust, however, all 
these irksome details would be attended 
to for him, and he would receive only 
one unit certificate and each half-year a 
single dividend cheque. 


The Unit Trust also offers the judg- 
ment of many versus the judgment of 
one, for, unlike the individual investor, 
the Unit Trust has a large and skilled 
research organisation on which to draw 
for information. Also it judges the 
value of a particular share in relation to 
current conditions, is not swayed by 
sentiment and, therefore, sells when it 
considers the share is over-priced. 


It also deals with sharebrokers through- 
out the Commonwealth, and participates 
on behalf of unit holders in share place- 
ments made at considerable discounts on 
the market price, new share flotations 
which are assured of a large premium 
when officially quoted, sub-underwriting 
activities, and numerous other profitable 
transactions which the individual investor 
may hear of, but most certainly would 
not be able to participate in. 


In all, the individual investor may be 
assured vhat his investment in a Unit 
Trust, whilst offering all the advantages 
to be derived from share investment, 
will cause him no worry and yet will 
return him in income and growth of 
capital a far greater return than he would 
achieve himself. 


Types of Unit Trusts 


In Australia there are many varying 
types of Unit Trust investment portfolios 
which have been designed to meet the 
needs of particular investors, but basic- 
ally there are only two main types of 
Trust: 
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THERE IS NO FASTER METHOD 
OF TYPING INVOICES | 
THAN WITH sy 


vunERW00> ALL ELECTRIC 


CONTINUOUS FORM WRITING MACHINE 


It’s in the modern tradition . . . continuous produc- 
tion, no wasted time, not a single wasted effort when 
es Eliminates 7 you use continuous stationery for invoices and other 
multi-copy work. Your typist merely removes the 
unproductive and completed set of forms, and—Presto!—the next set 
is automatically positioned, carbon in place, ready 

wasteful operations 55. ice. 


in invoking STOTT & UNDERWOOD LTD. 


Off 252 GEORGE STREET, SYDNEY—BU 1182 


STOTT & UNDERWOOD LTD., 
POST THIS Box 1556, G.P.0., SYDNEY. 


COUPON Please send me full information on the Underwood Ali-Electric Continuous 
Form Writing Machine. 


FOR NAME____ 
FULL DETAILS ADDRESS _ 
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« PRICED 


rom ony £129 nett! 


n 
€ to Count on) 





the world’s most economically-priced 


ADDING and LISTING MACHINES 


Count on the contour keyboard and 
feel for yourself the short easy 
action which  banishes' “tinger- 
fatigue” forever! May we arrange a 
demonstration right in your own 
office? Once you see and use one of 
these superb Swedish machines, you 
will wonder how they can sell at 
such low prices. The primary reasons 
are simplified mechanism and 
constant world-wide sales volume 





MODEL LX-9-S 

Capacity £999,999/19/11. Af 
features of LX-11-C except 
Automatic Credit Balance. 


Price Only £129 Nett 


MODEL 
LX-11-C 


* Capacity 

£99,999,999/ 19/11. 

* Direct Substraction. 

* Whole Number or Decimal 

Addition and Subtraction. * Automatic 
Credit Balance. * Dual-purpose Motor Bars 
eliminate Totalling Keys — thus save time 


and motion! 
Price Only £178 Nett 








MODEL TLX-11-C 


Capacity £99,999,999/19/11, 
All features of LX-11-C plus 
Automatic Tabulating Car- 
riage (from 9” to 18”). For 
multi-column or cross listing 
and dissection. 


From only £192 Nett 


MODEL 239 CALCULATOR 


Capacity 10 x 8 x 13. 13- 
dial Result Reg. 8-dial Proof 
Reg. 10-lever Setting Board. 
Back Transfer. Tens Trans- 
mission. Top Setting dial. 


Price £87 Nett 
Others from Only £56/15/- 





Sole Australian Agents for Original-Odhner Adding 
and Calculating Machines: 


COMMERCIAL 
MACHINES "7; 


BRISBANE: 151 ELIZABETH STREET 68 8758, 8 9716 


29-4537 
330 WILLIAM STREET 34-408) 


ADELAIDE: 
OFFICE EQUIPPERS PTY. LTD., 144 North Terr. 


PERTH: 

EDWARDS BUSINESS MACHINES PTY. LTD., 

Trinity Arcade, 671 Hay Street. 

HOBART: 

J. C. McPHEE PTY. LTD., 24 Murray Street. 
Also at Launceston. 


LA 504! 


23 2127 


B 4415 


EVERY MACHINE FULLY GUARANTEED FOR 12 MONTHS 
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(a) The Fixed Trust which was “fixed” 
in the sense that the whole of the Trust 
Fund was invested in 25 or 30 pre- 
selected stocks in fixed proportions. As 
the Trust grew these fixed proportions 
were maintained, and only under the 
most extreme circumstances would a 
stock be sold. If it was decided to sell 
a stock the operation became in many 
cases almost impossible for it was neces- 
sary to replace the particular stock with 
one of a similar price in order to maintain 
the “fixed” proportions. Another decided 
disadvantage was the necessity of selling 
rights entitlements, as the Fixed Trust 
in maintaining its “fixed” proportion in 
each stock had no cash in the Trust 
Fund and was not able to sell part of 
any one shareholding to provide the 
necessary application money. 


The Fixed Trust has now given way 
to — 

(b) The Flexible Trust which, as the 
name implies, gives complete flexibility 
to the actual investment policy to be 
followed by the management company. 
No fixed proportion of the Trust Fund 
need be invested in pre-selected stocks, 
and the management company may, as 
conditions warrant, sell all or part of an 
investment in a company or companies 
for re-investment in the securities of any 
other company or companies. In a 
Flexible Trust the only limitations usually 
placed on the investment powers of a 
management company are that no more 
than five per cent, of the issued capital 
of any one company may be included in 
the Trust, and no more than ten per 
cent. of the Trust Fund may be invested 
in any one company. 


As mentioned earlier, the actual types 
of portfolios of Unit Trusts may differ 
quite considerably, thus giving rise to 
such titles as Growth Fund, Balanced 
Fund, Income Fund, etc., but basically 
all Unit Trusts now being opened in 
Australia are of the Flexible type. 


Establishment of a Unit Trust 


Up to the present I have referred in 
general to Unit Trusts throughout the 


The Australian Accountant, February, 1960. 


world, for their aims, prospects, and the 
types in existence are common to most, 
if not all, countries. However, in pre- 
senting to you the establishment of a 
Unit Trust, I must now confine my 
comments to Australia in general, and 
Victoria in particular. Victoria in par- 
ticular, because we are Victorians dealing 
in the main with Victorian residents, and 
also because our Government is the only 
State Government which has legislated to 
specifically provide control over the Unit 
Trust. 


This legislation was first introduced in 
1955 and revised in 1956. Later it was 
further revised and consolidated in the 
Companies Act 1958 which come into 
operation on 1 April, 1959. This 
specific legislation directed at the control 
of Unit Trusts is contained in Section 63 
and the 7th Schedule to the Act, whilst 
Section 37(4) governs the advertising 
activities of the Unit Trust management 
company. 


Generally, the legislation has assisted 
not only the investing public but also 
the management companies for it has 


supplied the seal of recognition and 
approval to the Unit Trust. Prior to its 
introduction however, the Unit Trust 
was considered similar to Afforestation 
Blocks, Olive Grove Plantation Units, 
and such similar ventures. The legis- 
lative control over Unit Trusts introduced 
by the Victorian Government will no 
doubt in time be followed by other 
States, and it is hoped the Governments 
of these States will give due consideration 
to uniformity of legislation, thus greatly 
assisting management companies, most of 
which are Australian-wide. For the 
mutual protection of investors and man- 
agement companies alike there also 
exists a Unit Trusts’ Association of 
Australia. This Association of which 
the major management companies are 
members, meets regularly to discuss items 
of interest and strictly administers a 
rigid code of ethics relating to Unit Trust 
management in general. 
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Briefly, the protective clauses of 
Section 63 of the Act are as follows:— 


1. Management must be by a public company 
and all agents of the company must 
appointed under seal. 


. The Trust Deed and any amendment 
thereto must be approved by the Registrar 
of Companies. 


. The Deed shall provide that the company 
will not exercise the right to vote at the 
election of Directors in respect of shares 
held by the Trust without first receiving 
consent from a meeting of unit holders. 


. The Deed shall also provide that the 
company will, on the application of one- 
tenth in number of unit holders, convene 
a meeting under the chairman of the 
Trustee or his representative or of such 
other person as is appointed in that behalf 
by unit holders present at the meeting. 


. The independent Trustee, who shall be 
aproved by the Attorney-General, must 
exercise diligence and vigilance in watching 
the rights and interests of unit holders 
and must keep proper records and send 
an audited statement annually to each 
unit holder. 


. A prospectus, together with application 
form attached, must be issued in terms 
required by the 7th Schedule to the Act 
in respect of all Trusts open for public 
subscription. 


A unit holder may call for copies of the 
management company’s balance sheet, 
profit and loss account, Directors’ report, 
and a summary of all purchases and sales 
of securities by the company affecting the 
unit holder during the period to which 
the accounts relate. 


Also, a unit holder may request a list of 
all the investments of the Trust affecting 
unit holders as at the date of the balance 
sheet showing the names and quantities 
of such investments. This information 
must also be supplied to the Registrar. 


The 7th Schedule of the Act provides 
that a prospectus must be approved by 
and filed with the Registrar of Companies 
and must be re-issued each six months to 
ensure that prospective investors may 
have up-to-date information and figures 
on which to judge the future prospects 
of the particular Unit Trust. In all, 22 
separate matters are required to be 
stated in the prospectus, thus providing 
a comprehensive digest of the conditions 
of management as stipulated in the Trust 
Deed. 
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How Unit Trusts Work 


The Unit Trust is, as previously 
stated, an un-incorporated body created 
by Deed of Trust entered into by the 
management company and an indepen- 
dent Custodian Trustee. You will note 
here that I refer to a Custodian Trustee 
and not simply a Trustee. This is of 
particular interest, for in the management 
of a Unit Trust the actual investment 
policy is established and maintained by 
the management company, and whilst the 
Custodian Trustee has certain rights and 
duties in ensuring that the Managers 
conduct the business of the Trust in a 
proper and efficient manner, its main 
duty is to act as independent Custodian 
of the Unit Trust’s assets. 


The main duties and responsibilities 
of the management company as contained 
in the usual Deed are:— 


1. To receive applications for units. 


2. To invest the amount of application 
money paid. (Usually investment is 
restricted to securities of public com- 
panies listed on one or more Aust- 
ralian Stock Exchange, and in most 
Deeds of Trust investment in shares 
of breweries, hotels and mining com- 
panies is not permitted.) 


To constantly revise the Trust's 
portfolio and to switch investments 
when appropriate. 


To protect unit holders’ interests in 
regard to dividends, bonus issues, 
and all such benefits accruing on the 
Trust’s investments. 


To maintain a register of unit holders 
detailing name, address, occupation, 
and number of units held. 


To establish a market in the units of 
the Trust and to guarantee to re- 
purchase units at the current market 
value whenever unit holders may 
wish to sell. 


The duties and the responsibilities of 
the Custodian Trustee are:— 


1. To hold in their own name all assets 
of the Trust. 
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To receive all accretions resulting 
from the Trust’s investments, and to 
distribute to unit holders every six 
months the income derived. 


To issue with each half-yearly divi- 
dend cheque an audited statement 
detailing the Trust’s assets and a 
progress report from the Managers 
of the Trust. 


To maintain a register of unit holders 
detailing name, address, occupation 
and number of units held. 


To ensure unit holders’ interests are 
fully protected as prescribed in the 
Trust Deed. 


The Trust Fund of a Unit Trust is the 
amount of money at any one time 
invested in units. It is initially estab- 
lished for a nominal amount by the 
management company and lodged with 
the Custodian Trustee. The units so 


created are the property of the Managers 
until sold to investors. As further units 
are applied for these are created, by the 
Managers lodging with the Custodian 


Trustee, for each new unit to be created, 
investments and/or cash to the exact 
value of the asset backing of each unit 
in existence. That is to say, if at the 
time the Manager desired to create 
additional units for sale, there were 
100,000 units in existence and the total 
value of the Trust Fund was £25,000 
(arrived at by valuing the investments at 
the Stock Exchange current price and 
adding uninvested cash), then the asset 
backing of each unit would be 5/-. The 
income already accrued on units created 
is also adjusted for each new unit, and 
so at all times old and new units rank 
equally as regards asset backing and 
accrued income. 


The maximum selling price and mini- 
mum repurchase price are calculated 
daily by reference to Stock Exchange 
Official prices. In both calculations 
adjustments are made for normal broker- 
age prices, stamp duty, etc., and in the 
case of the seller price an initial manage- 
ment charge is added. It will, therefore, 
be seen that the seller price will normally 
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be higher than the buyer price by a 
differential equal to the brokerage and 
stamp duty charges and the initial 
management charge. That is to say, if 
an investor purchased units at 5/- he 
would, provided the market remained 
static, receive back the full value of the 
investments covering his units less broker- 
age and stamp duty charges and less 
the initial management charge. 


The initial management charge is, as 
stated, included in the selling price of units 
and is applied by the management com- 
pany towards the cost of managing the 
Trust for its duration (if any) and to the 
expenses of the Custodian Trustee in 
handling the initial influx of applications 
and the registration of investments. 


This initial management charge is the 
only amount actually paid by the unit 
holder, for as I explained previously, he 
is not charged any fee when he desires 
to sell or when the Trust matures. 
There is, however, a half-yearly service 
charge not exceeding a prescribed maxi- 
mum which may be deducted from the 
income of the Trust each half year and 
is applied primarily to cover expenses 
associated with the audit, drawing of 
dividend cheques, and preparation and 
printing of reports. 


Unit Trusts in Australia have in the 
past been limited to a life of ten or 
fifteen years, although both the recently 
launched Mutual Funds have been created 
to run indefinitely. On the determination 
of a Trust which is limited to a certain 
number of years, the Deed usually pro- 
vides for the securities of the Trust to 
be sold and the net proceeds distributed 
proportionately amongst unit holders. 


Sales Procedure of a Unit Trust 


Trust Units up to the present time 
have not been listed on Stock Exchanges 
throughout Australia, although members 
of registered Stock Exchanges will accept 
applications for units in any particular 
Trust. The Managers are, however, the 
main market for units in their own par- 
ticular Trusts and are always ready to 
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either buy or sell units at their current 
market value. Also most organisations 
have accredited agents spread throughout 
the main country areas, thus encouraging 
personal dealings by the country popu- 
lation rather than impersonal postal 
dealings. 


The majority of management compa- 
nies in Australia depend to a great 
extent on radio and press advertising to 
attract the prospective investor, but it 
has been my own observation that more 
and more investors are being recom- 
mended by their financial advisers to 
invest in a Unit Trust, and this of course 
follows the pattern overseas where in 
America for many years upwards of 75 
per cent. of Mutual Fund investors have 
been recommended by their brokers, 
bankers and accountants. 


Prospects and Place of Unit Trusts in 
Australia’s Economy 
As mentioned previously, the first 


Unit Trust in Australia was launched in 
1936. It ran for a period of fifteen years, 


and by the time of maturity in 1951 had 


returned to unit holders in income and 
growth of capital nearly 7.7% per annum. 
This was a truly remarkable result 
having regard to the fact that during 
half the Trust’s life, World War II 
brought many aspects of our industrial 
development to a standstill. 


Since 1951 no other Trust has reached 
maturity. However, many of the post- 
war launchings will terminate over the 
period 1960 to 1965. Results have been 
greatly in excess of those achieved by 
the first Trust for we have been through 
a period of higher interest rates and 
ever-increasing demands for capital to 
finance industrial expansion. During this 
period most Trust organisations have 
placed particular emphasis on yearly 
income rather than capital growth, and 
in fact there are Trusts today which in 
yearly income alone are returning unit 
holders 7% per annum. 


The flexible Trust has done much to 
increase capital growth for in most 
instances bonus and new issues are taken 
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up on behalf of unit holders. Some 
Management companies, however, still 
continue to sell rights and add the 
proceeds to dividend payments. This 
policy, whilst resulting in a slightly 
higher annual dividend rate (approxi- 
mately 4% to 1%) has, in fact, con- 
siderably curtailed growth of capital. So 
much so that a Flexible Trust which has 
sold its rights may have shown a capital 
growth rate of 5% per annum as against 
a rate of 74% to 10% achieved by the 
Trust retaining its rights. 


At the present time we are progressing 
through an economic period of lowering 
gilt-edged interest rates and lowering 
yields on equities resulting from rising 
share prices. High yields are not obtain- 
able except through debenture and note 
issues, and shares of companies which, 
due to past failures, are unpopular on 
Stock Exchange markets. If, therefore 
the Unit Trust is to continue concen- 
trating on annual income it will do so to 
the complete exclusion of capital growth. 


The Growth Fund is, therefore, with 
us, and if our estimates of the likely 
expansion rate of Australia’s industrial 
companies over the next ten years are 
anywhere near the mark, we may be 
assured that results achieved by the 
Growth Fund will surpass all previous 
performances of the Unit Trust. 


Of the £45,000,000 at present invested 
in Unit Trusts in Australia, some 
£9,000,000 was invested during the 
1958/1959 financial year. Of _ this 
amount £2.9 million or one-third was 
invested as new money in new enter- 
prises or in the further development of 
existing private enterprises. 


As Unit Trusts develop still further 
we can look forward to them providing 
a considerable stimulus to the private 
section of the economy, and with pros- 
pects for the future indicating greater 
industrial activity and resultant profits, 
we may expect the principal beneficiaries 
will be ordinary shareholders, an in- 
creasing proportion of whom will be 
unit holders in Unit Trusts. 
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Recent Legal Decisions 


No Enforceable Contract 


Zimin v. Wentworth Properties 
Pty. Ltd. (1959) S.R. (N.S.W.) 
101 is another case illustrating the 
principle that where parties to nego- 
tiations intend not to make a con- 
cluded and binding agreement un- 
less and until some formal docu- 
ment is executed, there is no en- 
forceable contract between them 
prior to the preparation and execu- 
tion of that document. At any time 
prior thereto either party may with- 
draw with impunity. 


Z and W had discussed the granting 
of a lease by W to Z. They agreed on 
some terms, and Z paid £100 by way of 
deposit. He received from W a receipt, 
which contained the words, “on terms 
as agreed upon; lease to be prepared by 
(W’s) solicitors”, and a letter. This 
letter confirmed certain terms for a lease 
for a five year term and an option of 
renewal for a further five years on terms 
to be agreed, and added, “Our solicitors 
have been instructed to prepare the lease 
on your behalf, and they will no doubt 
be contacting you within the next few 
days.” 

Z then saw his own solicitors, who 
wrote to W’s solicitors referring to cer- 
tain matters which Z wished to have in- 
cluded in the lease, and asking that W’s 
solicitors submit a form of lease for 
approval. Later discussions between the 
soliciters dealt with a proposal that the 
renewal option be for three years in- 
stead of five. 


Subsequently Z’s solicitors received 
from W’s solicitors a draft lease for ap- 
proval, but Z having “gone cold” on 
the proposal, his solicitors were instruct- 
ed te notify W’s solicitors that Z was 
not prepared to proceed with the lease, 
and that he desired the return of the de- 
posit he had paid. W refused to comply, 
and an action by Z to recover the £100 
failed. Z then appealed, and was more 
successful. In the view of the Full Court, 
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there was never any concluded and bind- 
ing agreement between the parties. The 
draft lease submitted by W’s solicitors 
contained many terms that had never 
been discussed between the parties, much 
less agreed upon, and as this document 
was presumably intended to constitute 
the contract between them, this fact 
meant that they had never reached a 
final agreement in the terms of the docu- 
ment. Z was, therefore, quite entitled to 
withdraw from the transaction, and, of 
course, to get his £100 back as well. 


Bound by Exempting Clause 


Tre New Zealand case of Harper 
v. South Island Holdings Ltd. 
(1959) N.Z.L.R. 629 shows how 
hard it is for a purchaser who later 
on seeks to upset the transaction to 
do so when he has signed a con- 
tract which contains a wide exempt- 
ing clause. 


In that case, the defendant was a 
motor car dealer. On 26 October the 
plaintiff, accompanied by a motor mech- 
anic, called at the defendant’s premises 
to inspect a jeep which the plaintiff was 
interested in buying. In the course of 
their discussion with the defendant's 
managing director the latter stated, in 
reply to a question by the motor 
mechanic, that the jeep had been “re- 
conditicned throughout”. No sale was 
concluded on that occasion, but a couple 
of days later, after having considered 
the matter, the plaintiff decided to buy 
the vehicle, and a sale was made on 30 
October. The agreed price was £400, 
payable in cash. 

The plaintiff signed a printed form of 
agreement evidencing the sale at that 
price. One of the clauses contained in 
that agreement was in the following 
terms: “I acknowledge that I have in- 
spected the above vehicle myself and 
buy it as inspected, relying on my own 
judgment and not on any representa- 
tions made by you or anyone on your 


95 











behalf in respect thereof and I purchase 
it free of warranty. I understand that 
there is no guarantee by you of the 
correctness of mileage.” This form was 
also signed as a receipt on behalf of 
the vendor company, and a duplicate of 
it handed to the plaintiff. 


The plaintiff subsequently discovered 
that the jeep so bought by him had an 
unsatisfactory performance, and he had 
to have work done to it for an amount 
just short of £150. He then began pro- 
ceedings against the defendant to re- 
cover that sum, together with a further 
sum of £50 which he claimed as damages 
for the Icss of use of the vehicle whilst 
it was undergoing these repairs. 

He put his claim on the basis, first, 
that it was a condition of the sale that 
the jeep had been “reconditioned 
throughout”, and that this condition had 
been broken. Secondly, he said, there 
were breaches of the conditions implied 
by Section 16 of the Sale of Goods Act 
1908 (N.Z.) These implied conditions 
have their counterpart in local Sale of 
Goods Acts.—(See e.g., Section 19 of 
the Goods Act 1958 (Vic.)). The plain- 
tiff also pleaded that he elected to treat 
all such conditions as warranties. 


Had he been able to show that the 
managing director’s statement that. the 
jeep had been “reconditioned through- 
out” was fraudulently untrue, he might 
well have recovered damages for fraud, 
but this he was unable to do. It was 
held that the statement as to recondition- 
ing was untrue, but not fraudulently so. 
If, therefore, that statement were re- 
garded as a mere innocent misrepresen- 
taticn, it could not help the plaintiff in 
his quest for damages. Hence his claim 
that it was a condition of the contract 
that the jeep had been so reconditioned. 


But as he elected to treat all condi- 
tions as warranties, he had to find some 
way around the exempting clause, and 
he sought to do this by contending that 
the representation that the vehicle had 
been “reconditicned throughout” was a 
“fundamental term” of the contract, such 
as would disentitle the defendant to rely 
on the exempting clause. The court held 
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otherwise. Even assuming that the rep- 
resentation was contractual, it was not 
a fundamental term, because the article 
delivered to the plaintiff was not some- 
thing different in kind from what he had 
contracted for. The only difference was 
one as to quality. 

His argument that there had been a 
breach of the implied condition con- 
tained in Section 16 (b) of the Sale of 
Goods Act was no more successful. This 
implied condition requires that on a sale 
by description the goods shall be of 
merchantable quality; the difficulty in 
the plaintiff's way here was that the sale 
was not one by description. Even if 
the implied term did operate, the plaintiff 
had elected to treat all conditions as 
warranties, and, as a warranty, it would 
have been excluded by the exempting 
clause. In the result, therefore, the plain- 
tiffs action failed. 


Doctrine of “Ultra Vires” 


Another argument in favour of 
abolishing the doctrine of ultra 
vires as it affects companies might 
be found in the New Zealand case 
of Christchurch City Corporation 
v. Flamingo Coffee Lounge Ltd. 
(1959) N.Z.L.R. 986. 


There, the company had been incor- 
porated in 1951 by the name of “B. 
Allen Textiles Ltd.”, a name which indi- 
cated the nature of its main business as 
a textile company. The objects clause 
of its memorandum of association in- 
cluded, in the first three sub-clauses, the 
follwing: 

“1. To buy, sell, manufacture, im- 
port, export, indent and deal in 
textiles of all kinds, clothing, but- 
tons, costume jewellery, and apparel! 
of all kinds. 

“2. To carry on all or any of the 
businesses of drapers, cloth manu- 
facturers, furriers, tailors, mercers. 
dressmakers, makers and suppliers 
of clothing of all kinds, and im- 
porters and dealers in fabrics and 
materials cf all kinds. 

“3. To buy, sell, manufacture, im- 

port, export, indent and deal in all 
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kinds of things which may be re- 
quired for the purposes of any of 
the said businesses or commonly 
supplied or dealt in by persons en- 
gaged in any of the businesses 
above or which may seem capable 
of being profitably dealt with in con- 
nection with all cr any of the said 
businesses.” 


Further on, in sub-clause 13, there 
appeared a fairly standard power. ex- 
pressed in these words: 

“13. To acquire or obtain from, or 
make any arrangement with any 
government or authority, supreme, 
municipal, local or otherwise, or 
any corporation, company or per- 
son, for any authority, right, privi- 
lege, concession, contract, or char- 
ter, which this company may think 
it desirable to obtain or which may 
seem to this company conducive to 
any of the objects of this company, 
and to accept, make payments un- 
der, carry out, exercise and comply 
with any such arrangement, auth- 
ority, right, privilege, concession. 
contract or charter.” 


To anyone who read no further, the 
company would still appear as a textile 
company; the powers conferred by sub- 
clause 13 would presumably be taken 
as merely ancillary and incidental to 
this. But sub-clause 36 (again, a fairly 
standard provision in a memorandum 
a’ association) enacted that all objects 
enacted in each paragraph were to be 
treated as independent main objects. It 
read: 


“36. The objects set forth in any 
clause or sub-clause of this memor- 
andum of association shall not, ex- 
cept when the context expressly re- 
quires, be in anywise limited or 
restricted by reference to or by any 
inference from the terms of any 
other clause, sub-clause, or by the 
name of the company. None of 
such clauses or sub-clauses or the 
objects therein specified or the 
powers thereby conferred shall be 
deemed subsidiary or ancillary to 
any other clause sub-clause or cb- 
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ject but the company shall have full 
power to exercise all or any of the 
objects and powers conferred by 
this memorandum of association 
independently of any other of such 
objects and powers.” 


The objects clause of the memoran- 
dum had not been altered since the com- 
pany’s incorporation, the only change in 
the memorandum being one of the name 
of the company. This was altered in 
1958 to “Flamingo Coffee Lounge Ltd.” 


On the construction of a new terminal 
building at the Christchurch Internaticn- 
al Airport, tenders were invited for the 
right to operate a restaurant there. The 
company submitted a tender which was 
accepted. But then doubts arose as to 
the power of the company to make a 
contract granting it a concession or li- 
cence to conduct the restaurant, and this 
litigation was intended to resolve that 
doubt. It was held that the company 
did have such power. The effect of sub- 
clause 36 was that sub-clause 13 had to 
be read in isolation from the rest of 
the objects clause; it was not to be read 
and construed as subservient to the more 
restricted main objects set out in sub- 
clauses 1, 2 and 3. Reading it by itself, 
it plainly gave the company the neces- 
sary power to carry out the concession 
or contract which it had acquired on the 
acceptance of its tender. 


Writing of the intention and early 
operation of the ultra vires rule, Profes- 
sor L. C. B. Gower (Modern Company 
Law, 2nd Ed. p. 82) points out that it 
“ensured that an investor in a gold min- 
ing company did not find himself hold- 
ing shares in a fried-fish shop”, but he 
adds that because of the practice of 
drafting objects clauses at great length, 
and of including clauses covering every 
conceivable kind of business, “the mod- 
ern gold mining company may quite 
probably have power under its memor- 
andum to operate fried-fish shops.” (at 
p. 84). With only a little substituticn, 
this statement would appear to summar- 
ise the case discussed. 


97 





Current Problems Discussed in 


Overseas Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Reports 


Brief, easily-understood tabular re- 
ports culminating in variance analysis 
and disclosure of the rate of return are 
presented by R. R. Rickey, “Reports 
which Management can Use for Con- 
trol”, in the N.A.A. Bulletin, September. 
A narrative report high-lighting key fig- 
ures is also presented. 


Arthur G. Witte, writing on “The 
Income Statement as a Management 
Tool”, in The Journal of Accountancy, 
October, suggests that an income state- 
ment using the concept of direct costing 
is likely to be a more useful analytical 
tool for management purposes than the 
conventional income statement. Several 


examples for different types of enterprise 
are included as illustrations. 


Break-even Analysis 


In a two-part article, “Profit Control 
for Management”, in Cost and Manage- 
ment, September and October, L. J. 
Smitten outlines the construction of a 
break-even chart and its use as an aid 
to management in the planning and con- 
trol of profit. J. A. Scott and J. Arkley, 
“Break-even Analysis”, The Cost Ac- 
countant, September, explain what they 
believe to be a new method of obtaining, 
algebraically, the information disclosed 
by a break-even chart. 


Budgeting and Cost Control 


C. H. Hutchinson, “Forecasting as a 
Line Function”, Cost and Management, 
Octcber, relates the experience of a 
company in assigning the preparation of 
forecasts to line personnel. Management 
is still responsible for the overall plan 
that results but greater control has re- 
sulted from the preparation of the fore- 
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casts by those who will be doing the 
spending. 


Classification 


The Accountant, 31 October, contains 
an article entitled “International Chart 
of Accounts” in which Kenneth S. Most, 
after giving a brief outline of the history 
of account classification in accounting 
literature, discusses the theory of the 
cycle of economy as a basis for classi- 
fication as used in the national charts 
developed in France and Germany and 
applicable, according to their propon- 
ents, to any type of business organisation 
in any country. 


Costing 


The number, organisation and quali- 
fications of personnel to be chosen for 
a cost analysis unit, and the manner of 
handling assignments within the unit are 
considered by M. R. Saksa in “Develop- 
ing an Effective Cost Analysis Staff”, 
N.A.A. Bulletin, September. 


In The Cost Accountant, October, K. 
S. Ayres presents a case study, “The 
Installation of a Costing System”, the 
factory concerned employing about one 
thousand workers in making a_ wide 
range of domestic appliances. 


The Controller, April, contains a paper 
by George W. Frank entitled ‘‘a Simpli- 
fied Standard Cost System for a Con- 
tinuous-Process Operation’. This is an 
account of an actual operation, describ- 
ing how the firm in question, a leader in 
its field, installed, and used successfully, 
standard costs for one of its many pro- 
ducts. The objects of the system were to 
increase the cost-consciousness of its 
operating supervisors and to decrease 
production costs. In this case, both 
objectives were accomplished. 
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STUDY AIDS 


To assist students in gaining practice in problems which are typical examination 
questions, model answers have been prepared as follows:— 


Australian Society of Accountants 

The questions with answers as prepared by the College are usually available for 
distribution about four weeks after the examination session closes. The model answers 
to Commercial Law A, Commercial Law B, and Stage 3 Auditing and Business Investigations 
have been prepared for all examinations since OUctober, 1956. ‘The model answers to all 
other subjects have been published for all examinations since April, 1954. 

Students are advised to buy the Model Answers to the subjects for which they still 
must sit so that answers will be at hand tor convenient reierence when preparing for the 
more advanced subjects. Separate model answer-booklets for each examination § session 
at 5/- each, post free, except Income Tax Answers which are 4/- each, are published as 
follows:— 

1. Stage 1 Accounts and Auditing. 5. Income Tax Law and Practice 

2. Company Law and Company Accounts. 6. Auditing and Business Investigations. 

s. Commercial Law “A’’ and “B” 7. Advanced Accounts—Part ‘“‘A’’. 

1. Monetary Theory and Practice. 8. Advanced Accounts—Part ‘B’’. 


Remittances should accompany orders with exchange added where necessary 


Australasian Institute of Cost Accountants. 
The College has published Model Answers to the examinations conducted by the 
Institute in May, 1957; October 1957; May, 1958; October, 1958; May, 1959 and October, 1959 
The five papers for each examination session are bound in one set—price 10/- each 


volume, post free. 
FULL TIME DAY CLASSES 


The A. E. SPECK COMMERCIAL COLLEGE is the only College in Australia providing 
properly organised day classes for accountancy students devoting their whole time to study. 

The advantages of the full-time course is that the students complete their course much 
more quickly and with less physical and mental strain than they do when studying part- 
time and working during the day. Some Australian students complete a substantial part 
of the accountancy course by studying for 12 or 18 months full-time, and then complete 
the remaining subjects as part-time evening students. The classes are held between 9.30 
a.m. and 4.45 p.m. daily, Monday to Friday, inclusive. 

_ These day classes are approved by the Department of Immigration for full-time instruction 
of overseas students who are in Australia with student visas. Persons resident overseas who 
desire to come to Melbourne to study for their accountancy degree should write to the 
Principal of the College to ascertain if they can be accepted as students, and also to obtain 
more complete information relating to the terms and the conditions applicable to their 
enrolment, 

_ Applications must also be made to the local representative of the Australian Government 
for information relating to student visas. 

There are two terms each year between each examination period. The next term begins 
on 6th June, 1960 for the October 1960 examinations. 
The classes in each subject meet once a day on each school day of the week 


CORRESPONDENCE STUDENTS 

Students who intend to study by Correspondence may enrol at any time. 

The non-refundable fee payable for correspondence instruction in the technical subjects 
for the three sections of the examinations of the Australian Society of Accountants and 
the Institute of Chartered Accountants in Australia is £65 cash paid at enrolment or £75 
by extended payments. It has always been our policy to charge a fee which, whilst enabling 
us to give excellent service to our students, will still be within the means of the average 
ambitious student. 

One of the methods by which the College maintains its efficient service at a reasonable 
fee is to dispense with salesmen and outside representatives whose jol it would be to 
persuade students to enrol. Obviously if such were employed the students would have to 
pay higher fees to remunerate the salesmen. 

_ We depend upon the enthusiastic recommendations of our present and past students to 
bring new students to the College, and this method has proved eminently successful. 


EVENING CLASSES 


Evening classes for the new term for students preparing for the examinations of the 
Institute of Chartered Accountants, the Australian Society of Accountants, the Australasian 
Institute of Cost Accountants, the Secretarial Institute, and the Institute of Sales and 
Business Management, commences on 6th June, 1960. 


Further information relating to our educational service 
gladly given free and without obligation. 


A. E. SPECK Commercial College 


138 FLINDERS STREET, MELBOURNE, C.1 MF 4648 
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The attractive modern premises 
occupied today by so many 
branches of A.N.Z. Bank typify 
the progressive spirit of the 
Bank itself. You can easily 
---and the identify them by the blue and 
: gold A.N.Z. shield. 
—— Built on a fine tradition, A.N.Z. 
Bank keeps pace with the 
requirements of this growing 
country, and through its wide 
network of branches and 
agencies offers customers effici- 
ent service in every aspect of 
Trading and Savings banking. 


A.N.Z. BANK 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 
AUSTRALIA AND NEW ZEALAND SAVINGS SANK LIMITED 


inside 


&# CHEQUE ACCOUNTS # SAVINGS ACCOUNTS 


ANZ .234.5547 
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Cost Accounting 


A strong plea for the revision of the 
view sometimes held of cost accounting 
as being concerned with the past to a view 
of cost accounting as being concerned 
with the present and future is made by 
E. A. Lowe in Accountancy, April. He 
supports this plea with a number of 
illustrations and concludes by suggesting 
that the two main accounting needs of 
management are “‘a system which is 
flexible as regards the cost figures that 
are readily available’ and “greater 
recognition of the many concepts of cost”’. 


Cost Reduction 


The N.A.A. Bulletin, October, pub- 
lishes Accounting Practice Report No. 8, 
entitled “Cost Improvement for Profit 
Improvement”. This report is a sum- 
mary of current practice in the area of 
cost improvement, and is based on de- 
scription of company practice provided 
by N.A.A. members. 


Depreciation 


In “Depreciation is Not the Problem”, 
N.A.A. Bulletin, September, R. Malan- 
dro sets out to show that depreciation 
accounting, the desire to make price- 
level adjustments and the desire for 
larger allowances for taxation purposes 
are problems which should be considered 
separately. 


Direct Costing 


W. R. Wright, “Direct Costing—Profit 
Measurement”, N.A.A. Bulletin, Sep- 
tember, considers that direct costing 
should not be restricted to providing 
management with needed information 
but that it should be extended to financial 
reports used by investors and analysts 
and should also be acceptable for tax 
purposes. In the same issue, H. C. Heiser 
in “Direct Costing—Management Re- 
porting”, puts forward the case for 
using direct costing for reports to 
management. 


In the New York Certified Public Ac- 
countant, September, William E. Arnstein 
Writes on “Direct Costing Approaches to 
Management Decisions”. He explains the 
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graphical and mathematical techniques 
which may be used to differentiate 
between fixed and variable costs in indi- 
vidual expense accounts. He then gives 
an example of the use of marginal profit 
in place of gross profit in determining 
which of two products should be pro- 
moted by increased advertising. 


Divisible Profits 


An editorial in The Chartered Ac- 
countant (India), August, reveals some 
interesting provisions of the Indian Com- 
panies Act 1956, and some even more 
interesting and radical proposals in their 
Companies (Amendment) Bill 1959. 
Section 205 of the Act provides that 
“no dividend shall be declared or paid 
except out of the profits of the com- 
pany ...”. Clause 62 of the Bill pro- 
vides that no dividend shall be paid for 
any financial year except out of the 
profits of the company for that year; 
and further that the profits of that year 
will be arrived at after providing for 
depreciation “to the extent specified in 
section 350”; this specifies that the 
amount of depreciation should be ascer- 
tained by applying the rates prescribed 
under the Indian Income Tax Rules to 
the written down values of the assets as 
shown by the books of the company. 
Clauses 62 and 63 of the Bill require 
that dividends shall be paid in cash and 
that a company shall, within fourteen 
days of the declaration of a dividend, 
deposit in a “Scheduled Bank”, in a 
separate account, the total amount of the 
dividend payable. 


Integrated Data Processing 


Integrated data processing is often re- 
garded as being the same as electronic 


data processing. H. W. Protzel, “The 
Management Approach to Integrated 
Data Processing”, Cost and Manage- 
ment, October, distinguishes between 
the two, and outlines the factors which 
must be considered for a successful and 
profitable integrated data processing ap- 
plication. 
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Management Accounting 


The April issue of The Chartered 
Accountant (India) includes an interest- 
ing note on the report of a team of mem- 
bers of the Institute of Chartered 
Accountants of India. With financial 
assistance from the Ford Foundation, 
they visited the U.S.A. to study account- 
ing practices followed in that country 
with particular reference to management 
accounting. The report suggests that the 
basic principle of management accounting 
may be called the concept of “‘Promise 
and Performance”. Under the main head- 
ing of management accounting a distinc- 
tion is made _ between “ownership 
accounting’ and “operational account- 
ing’. Particular mention is also made of 
the system of uniform accounting within 
an industry. 


Public Accounting 


Louis H. Penney, in an article on 
“Inflation and the CPA”, in The Journal 
of Accountancy, July, discusses the eco- 
nomics of accounting practice in a period 
of rising costs and points out the neces- 
sity for practitioners to adjust their 
practices to these changing conditions: 
they must steadily increase the value of 
their services so that their clients will be 
willing to pay higher fees, or they will 
find themselves working longer and 
longer hours at rates becoming progres- 
sively more sub-standard. 


Standard Costing 


M. Cook, “Five Ways of Discrediting 
Standard Costs — and The Lessons they 
Teach”, in the N.A.A. Bulletin, August, 
presents a hypothetical confession by an 
incompetent supervisor as to the means 
he adopts to sabotage control standards. 
a5toro :dwBs,wfCtS orse 


Writing on “Source and Application 
of Retained Earnings” in The Canadian 
Chartered Accountant, July, James W. 
Vair considers the difficulties encountered 
by adhering to historical costs in infla- 


tionary periods. He claims that, in the 
absence of Governmental control, there 
could be no uniformity in treatment of 
the replacement value theory and is 
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against its adoption. He then examines 
the use of fund accounting as a means 
of showing whether sources of funds 
were capital or current in nature. He 
then shows how retained earnings could 
be split into these two groups thus indi- 
cating why a certain portion could not 
be distributed in the form of dividends. 
Pricing Policy 

R. G. Allyn considers “Some Econo- 
mic and Accounting Observations on the 
Utility of Costs for Pricing” in the 
N.A.A. Bulletin, July, and finds that the 
attention of economists is on the effect 
of demand on selling prices while that 
of the accountant is on cost. In the 
same Bulletin, F. E. Thompson, “Pre- 
paring and Pricing A Parts Catalogue on 
Tabulating Equipment”, relates how a 
company found that the appropriate 
coding of parts permitted the application 
of flexible mark-ups, and how it also 
found that with punched-card processing 
it could produce and revise its price lists 
effectively and economically. 


Inventory Control 


The August issue of The Journal of 
Accountancy contains an article, “In- 
ventory Management”, by Edgar L. 
Andlaver, in which the many interrelated 
factors involved in proper inventory con- 
trol are indicated. While some problems 
of inventory control in complicated cases 
require some involved mathematics for 
their proper solution, there are many 
instances where relatively simple formu- 
lae may be used with good effect; 
accountants should be able to assist 
management by applying these formulae 
to improve inventory control. 


Protection of Assets 

The Controller, September, contains a 
report entitled “Insurance Protection for 
Capital Assets”, prepared by a committee 
set up by the Controllers Institute of 
America to study this problem. The 
subject is covered under a number of 
headings, the principal ones being the 
protection provided, asset valuation, cost 
considerations of alternative forms of 
cover, losses and claims. 
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Electronic Data Processing 


Peter Baily contributes a general dis- 
cussion of computing machines in “The 
Business Computer”, The Accountants’ 
Magazine, August. He discusses some 
uses to which they have been put in 
England, and points out the fallacies in- 
herent in the view, sometimes heard, 
that these machines have “memories” or 
that they can “think” in the human sense. 


Anyone interested in developments in 
electronic processing of data could follow 
up this article by reading reports of 
papers presented at the Conference of 
the British Computer Society at Cam- 
bridge University in June. These reports 
— “The Commercial Computer: The 
State of the Art” and “Auditing the 
Computer” — give an outline of papers 
presented by J. A. Goldsmith, Anthony 
J. Bray, T. R. Thompson and F. Clive 
de Paula, and may be found in Account- 
ancy, July/August. 


In an article entitled “An Information- 
Transfer System to Assist Managers in 
Planning and Controlling”, The Control- 
ler, October, Herbert J. H. Roy describes 
the application cf an electronic com- 
puter to providing more precise informa- 
tion on a regularly recurring basis and 
permitting two-way communication on 
planning and control at all management 
levels. 


Improving Financial Records 


In an article entitled “‘Paving the Way 
for Management Accountancy” in the 
Accountants’ Journal (U.K.), April, Alan 
Kershaw discusses the problem of arous- 
ing clients’ interest in better accounts in 
cases where the client is not interested 
because of lack of appreciation of the 
possible benefits. He suggests a line of 
approach to improve existing financial 
records and suggests many ways in which 
simple improvements may show con- 
siderable benefits. 


Incentives 


In “A Survey of Incentive Compen- 
sation Plans” in The Journal of Ac- 
countancy, October, Carl J. Simon gives 
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results of an examination of such plans 
in 125 companies and indicates the great 
variety in detail and some of the prob- 
lems which can arise. 
Insurance 

“What is Your Insurance I.Q.?” is 
asked by J. B. Thompson in the N.A.A. 
Bulletin, October. He presents a clea 
and fairly complete picture of coverages 
available and pessibly necessary to a 
business. 


Education 

In an article on “Accounting Educa- 
tion” in The Accountant, 26 September, 
C. A. Westwick makes some suggestions 
on examinations, practical experience. 
tuition and educational standards for 
entry into the profession. 

Internal Auditing 

In The Accountant, 10 October, Brad- 
ford Cadmus writes on “Operational 
Auditing’, in the course of which he 
discusses the nature of operational 
auditing, elements of control, the internal 
auditor’s talents and approach, the gen- 
eral plan of making an operational audit, 
the distinction between operational aud- 
iting and “O. and M.”, and some specific 
cases of operational audit findings in 
the areas of procurement, ccnstruction, 
traffic, materials control, sales, advertis- 
ing and royalties. 

An article entitled “The Internal Audit 
Approach to Computers”, by R. B. Plank, 
The Accountants Journal (U.K.), July 
September, describes the requirements of 
an internal auditor for maintenance of 
control over electronic procedures and 
the possibilities of control devices, both 
built in to the programme and external 
to it, to privide checks for ensuring satis- 
factory working of the system. 


Round Pound Accounting 

Techniques for the early elimination 
of shillings and pence from accounting 
records are discussed by R. B. Whatley 
in The Accountants Journal (N.Z.), Sept- 
ember. Spectacular savings are quoted 
when these techniques are applied to 
accounting for stores and the payroll. 
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AUSTRALIAN SOCIETY OF ACCOUNTANTS 


TREATISE AWARD 


HE object of the Award is to encourage 
members of the Society to undertake 
research on accountancy problems which 

will have beneficial results for the accountancy 
profession both in Australia and elsewhere. 


The first award covered the five years ended 
30 September, 1957. The second award will 
be for the three year period from October, 
1957, to 30 September, 1960. 

The first award was made to Mr. S. R. 
Brown for his treatise “Costs and Prices”. 
This was considered to be a _ meritorious 
contribution to accounting literature, and it 
is hoped that this success will encourage 
members to produce treatises of an equally 
high standard. 

Details of the conditions governing the 
award are indicated below. 

Attention is drawn to the provision that any 
treatise not published as a book or in a 
Society publication must be submitted to the 
General Registrar not later than 30 September, 
1960, if it is to be eligible for the second 
iward, 

CONDITIONS OF AWARD 
1. Nature of Award 


The award is known as “The Australian 
Society of Accountants Treatise Award”. It 
consists of a mounted gold medal and a 
citation. Where the award is made to joint 
authors each will receive a medal and a 
citation. Where two works are judged to be 
of equal merit, a joint award may be made, 
and each author will receive a medal and a 
citation. The General Council reserves the 
right to withhold the award if the Committee 
of Award should be of the opinion that no 
treatise submitted comes up to the standard 
of their requirements. 

2. Eligibility 

The award is open to all members of the 
Australian Society of Accountants. To be 
eligible for the award a treatise must be a 
work on accounting and 
(a) in the case of published works, be the 

first edition of any work whose ffirst 

publication has been in Australia within 
the period in respect of which the award 
is to be made. Any such treatise not 
published as a book, or in a Society 
publication must be submitted to the 

General Registrar within the period of 

the award in order that it should receive 

consideration: 


in the case of unpublished works, be the 
works of author(s) which have not been 


submitted for publication outside Aus. 
tralia. Such works must be submitted to 
the General Registrar within the period in 
respect of which the award is to be made, 


3. Length 

No limit is placed on the length of treat- 
ises, but consideration will not be given to 
any work of less than 5,000 words. 


4. Copyright 

The General Council of the Society shall 
have the right to publish in a publication of 
the Society, but with acknowledgement of 
authorship, the whole or any part of the 
successful treatise which has not been pub- 
lished at the date of the award. Such pub- 
lication shall not be deemed to be an infringe- 
ment of the copyright, which shall remain the 
property of the author. 


5. Judges 

Awards will be made on the advice of a 
Committee of Award, consisting of three per- 
sons appointed by the General Council of the 
Society. The decisions of the Committee of 
Award on the merits of any work defined in 
clause 2 shall be final. An award will not be 
made if the Committee is of the opinion that 
no treatise is of sufficient merit to justify it 
or for any other reason determined by General 
Council. 


6. Basis of Award 

Awards will be made primarily on_ the 
subject matter of the treatises submitted, but 
the Committee of Award will also be empow- 
ered to take into consideration originality of 
treatment, lay-out, literary style and general 
utility. 


7. Mechanical Requirements 


All unpublished treatises must be typed on 
foolscap paper, double spaced, with left hand 
margin. 


8. Facsimile Reproduction 


The publisher and author of the winning 
treatise will have the right to reproduce 4 
facsimile of the medal, accompanied by pre- 
scribed wording referring to the award, in 
publishers’ advertisements and in later editions 
(if the works heve alresdy been published) 
of the prize-winning treatise. 

9. Period of Awards 

Awards are made in respect of each three- 

year period. The second award will be for the 


period from 1 October, 1957, to 30 Sep 
tember, 1960. 
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YOUR CHARTRES SYSTEMS REPRESENTATIVE 
CAN SHOW YOU... 


Aus- 
tted to 
riod in 

made, 


f treat- 
iven to 


ee 
oorerten, 


...0w to boost 


on your sales 
= effectiveness 
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easy-to-maintain 


control system 


A KARDEX Visible Sales Control System high- 
lights accounts whose sales are dropping .. . 
shows at a glance when the last call was made, 
signals when the next is due. It takes you only a 
moment to transfer data to cards that auto- 
matically chart sales by account or product, and 
give you a running comparison of sales versus 
quota. 


Only Remington Rand makes KARDEX. 
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CHARTRES SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 


AUSTRALIA SALES and SERVICE 


SUBSIDIARY OF THE REMINGTON RAND DIVISION OF THE SPERRY RAND CORPORATION 


Sydney M 0425; Melbourne MA 3161; Brisbane 5-4651; Adelaide W 4631; Perth BF 2281; 
Hobart 2-2886; Launceston 2-2358. 
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Here, at last, is a copying machine 
that approaches the speed and 
operating cost of an _ ordinary 
office duplicator. 


1544. PER COPY 

The Ricopy 505 uses a printing 
paper that costs only ld. for a 
quarto copy, 24d. for foolscap and 
ld. for octavo. 


600 COPIES AN HOUR 


Documents can be fed into the 
Ricopy at a fast rate, in certain 
cases up to 600 an hour. Prints of 
19” width by any length are 
possible. 


SO EASY TO USE 


Anyone in the office can operate 
the Ricopy—there is only one con- 
trol. Work under brightest office 
light. 


IDEAL OFFICE MACHINE 


Compact enough to fit the 
smallest office desk, the Ricopy 
505 looks good with its attractive 
grey and chrome finish. Use it all 
day and every day. 


COLOURS — OFFSET PLATES 

Copies may be printed in any 
one of six colours. Use Ricopy also 
to make negatives and ‘‘3M”"’ off- 
set printing plates. 











feed out slot 








feed in slot 


speed control 














ARE ELE 


172 Bouverie Street, Melbourne, N.3. FJ 9085. 


Just some uses for Ricopy:— 


@ Statements — 


Instead of typing out 
monthly, send the 
Ricopy duplicate of 
ledger’ sheet Say 
typing, checking—and 
takes 
Goods Receiving — 
Ricopy is used 
ing invoices. The 
voice is retained 
and the copy goes to the de 
ment receiving the 
checking. Result 
speeded up and no 
takes, lost or delayed 
Circulars — 
Type or write on a sheet 
paper, feed into the Ricopy 
make 2, 20 or 200 copies 
messy carbons or stencils. A 
natively, prepare an origina 
typing or writing and pas 
on printed matter, drawing: 
illustrations Make a ma 
copy on the Ricopy and use! 
to print any number of 
fast as you can feed i 
machine—at 15/- of 
per hundred. 
General Copying — 
With the Copystat D3 Acces: 
any type of document cat 
photo-copied in seconds on 
Ricopy 505. No mistakes—? 
ing missed out. 


For further information contact the distributors 


L. W. BAGLEY PTY. L 


Agents in all States. 


245 Pacific Highway, North Sydney. XB$ 
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Letters to the Editor 





DISCOUNTED CASH FLOW 


The Editor, Sir,— 

[ am very grateful to Mr. T. R. Russell 
for the interest he has shown in my article 
and the effort put into the detailed analysis 
of alternative methods of calculation. As 
indicated in his article in the November issue 
at page 650. The Australian Accountant is also 
to be congratulated for encouraging new 
thoughts on these problems by its November 
editorial, “The Fruits of Controversy”. 


Vithout wishing to prolong any controversy, 
there are, nevertheless, at least two points 
in Mr. Russell’s article which deserve further 
examination if any further progress is to be 
made in solving these problems satisfactorily. 


Firstly, Mr. Russell maintains that further 
refinements are necessary if the discounted 
cash flow technique is to be used as an aid 
to management in the application under dis- 
cussion. I have studied Mr. Russell’s figures 
without finding any such refinements other 
than the use of monthly rest interest calcula- 
tions. In my original article I stated that 
these were seldom justified; the point here 
being that the additional accuracy thus intro- 
duced to the mathematical analysis is unlikely 
to be present in the basic estimates of funds 
employed, incremental costs, etc. 


At this stage it should be noted that Mr. 
Russell's criticism is restricted entirely to the 
simple example at the beginning of my article 
—this problem was included solely to dem- 
onstrate the principles involved and contained 
no variables or income tax complications. In 
my second example, variations were added 
deliberately to every factor considered and 
income tax also brought to account. If Mr. 
Russell can offer a simpler solution to this 
complex type of problem as actually en- 
countered in business, he will be making a 
most valuable contribution. 


Secondly, Mr. Russell disputes my “as- 
sumption” that surplus cash will return 
the cost of obtaining the principal capital 
sum in the first place”. It should be em- 
phasised that no such “assumption” was made 
or inferred in either of my examples. The 
rates referred to were stated as the Minimum 
acceptable rate of return which would doubt- 
less have regard to the cost of capital but 
would also reflect the degree of risk being 
undertaken, alternative investment opportuni- 
ties available and other factors. Consequently, 
Mr. Russell’s remarks on this aspect should 
not be permitted to confuse the reader. 


I. D. FULLER, 
Surrey Hills, Vic. 
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A WORTHWHILE AMENITY— 
The Accountants’ Club, Sydney 


The Editor, Sir,— 


I frequently make quick business trips to 
Sydney and usually go to the Accountants’ 
Club for lunch. 

It is very conveniently situated on the Ist 
floor of 128 Pitt Street, between King & 
Market Streets, and all its features are of 
a high standard. The atmosphere is quiet and 
relaxing, the president, secretary, stewards and 
the members are friendly, the bar is attractive, 
the meals very good and all other features 
are in keeping. 

{ am told it has some 500 members and is 
the only Accountants’ Club in Australia. I 
have often wondered whether all accountants, 
particularly those in the country, know of 
its existence. 

A. C. BUTCHER, F.A.S.A. 
Gundagai, N.S.W. 


FURTHER AID TO EXPORTERS 


The Export Payments Insurance Corpora- 
tion issued a record number of policies— 
covering £6,400,000 during the last quarter 
of 1959, the Minister for Trade, Mr. J. 
McEwen, announced in a recent statement. 

The Corporation now has policies currently 
covering exports worth £26,000,000. Mr. 
McEwan said that the increased cover on 
political risks recently made available should 
greatly benefit Australian exporters. 

The original maximum cover on political 
risks of 85 per cent has been increased to 90 
per cent in the pre-shipment period and 95 
per cent in the post-shipment period. The 
Commissioner of the Corporation, Mr. G. A. 
Hawley, has advised Mr. McEwen that no 
increased premium would be charged for the 
additional protection provided. 

Political risks include such occurence as: 

Imposition of new Import Licensing re- 

strictions in the buyer’s country or can- 

cellation of a valid import licence. 

Blockage of proceeds from foreign coun- 

es. 

Civil war in the buyer’s country. 

Any other cause not being within the con- 


trol of the exporters, or the buyer, arising 
through events occurring outside Australia. 


In addition, the Export Payments Insurance 
Corporation offers an 85 per cent cover 
against the insolvency of the buyer or the 
buyer’s failure to pay within a year after 
acceptance of the goods. 
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Automatic Computing and Data 
Processing Conference 


HE Australian National Committee 

on Computation and Automatic Con- 
trol, of which the Australian Society of 
Accountants and the Australasian In- 
stitute of Cost Accountants are con- 
stituent bodies, is to hold a conference 
on automatic computing and data pro- 
cessing in Sydney on 24 to 27 May 
next. 


A number of technical papers will be 
prepared for the conference and they 
will be presented in the following cate- 
gories:— 

1. Commercial Data Processing: Introductory 
and Review, Insurance, Payroll and In- 
ventory, Sales Applications, Market Analy- 
sis, Social and Educational, Management 
Aids, Official Statistics, Banking, General 
Accounting and Utilities, 

Technical Computation: Introductory and 

Review, Civil, Structural and Aero, Physi- 

cal Sciences, Applied Mathematics, Bio- 

metrics, Chemical Sciences, Operations 

Research, Scientific Data Processing, 

Statistical Mathematics, Forestry and 

Utilities, 

Design, Construction and Programming 

Techniques: Introductory and _ Review, 

Data Recording, Logical Design, Auto- 

matic Programming, Programme and 

Operation Techniques, Analogue Com- 

puters, and Computer Components, 


On Friday, 27 May, there will be a 
session for “Equipment Offering in Aus- 
tralia”, at which manufacturers will give 
papers devoted to reviewing their equip- 
ment. Opportunity to inspect equipment 
will be provided during the Conference. 
The sessions will be held at the Uni- 
versity of New South Wales and Uni- 
versity of Sydney. 


Registration fees are as follows: 


Members of Constituent Societies and 
authors of papers who are not members of 
Constituent Societies, £3/10/0; Student mem- 
bers of Constituent Societies, £1/10/0; Uni- 
versity students, £1/10/0; Others, £5/10/0. 

Application forms and booklet of manu- 
facturers’ equipment are available on request 
from The Conference Organiser, Automatic 
Computing Conference, C/o The Institution 
of Engineers, Australia, Science House. 
Gloucester Street, Sydney. 
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N.S.W. LAND TAX 


Municipalities and Shires in which values 
have been altered and are applicable for the 
Land Tax Year 1959/1960. 


The following lists comprise the names of 
the district councils and their particular 
riding(s) or ward(s) concerned in parentheses 
and the respective effective dates of valuation 
for Land Tax purposes. 

Auburn (Second) 12/11/58. 

Baulkham Hills (‘‘C’’) 17/8/59; Bibbentuke 
1/1/59; Blacktown (‘‘A’’) 4/12/58; (‘*C’’) 1011/58, 

Bombala 1/1/59; Botany (B/Meadow) 3/11/58; 
Broken Hill (Wills East) 1/1/59: Burwood 
(North) 14/10/59; (East) 23/6/59; (West) 4/8/59, 
Burrangong 1/1/59. 

Camden (East) 28/7/59; (North) 27/8/59; 
(West) 14/8/59; Canterbury (East) 9/8/59; 
(North) 22/7/59: (South) 25/6/59; Cessnock 
21/5/59; Concord 4/9/59; Coonabarabran 1/1/59; 
Coonamble (‘‘C’’) 1/1/59; Cootamundra 3/4/59; 
Copmanhurst 1/1/59; Culcairn (‘‘A’’) 5/6/59; 
(“*B") 29/7/59; (°°C’’) 2/9/59. 

Darling 1/1/59;. Gilgandra 1/1/59. 

Gundurimba (‘‘C’’) 11/12/58. 

Gunnedah 16/6/59. 

Holbrook (‘‘A’’) 10/12/58: (‘‘B’’) 27/11/58; 
(C’’) 21/11/58; (‘D’’) 6/11/58. 

Holroyd (Guildford) 10/12/58; 
4/12/58; (Merrylands) 14/11/58. 

Hornsby (‘‘B’’) 13/10/59; (C"’’) 24/7/59. 

Hurstville (Peakhurst) 11/11/58. 

Iabo 21/11/58. Jemalong 1/1/59. 

Ku-Ring-Gai (Wahroonga) 18/12/58. 

Kyogle (‘‘A’’) 30/6/59; (°‘B’’) 12/8/59; (“C”") 
12/10/59. 

Lane Cove (Central) 6/11/58; (East) 6/11/58. 

Lithgow 1/10/59. Liverpool Plains 1/1/59. 

Lyndhurst (‘‘A’’) 1/7/59; (‘‘B’’) 13/8/59; (“‘C”) 
19/10/59; (‘‘D’’) 22/4/59. 

Manilla 19/3/59. 

Marrickville (Dul. Hill) 19/8/59; (East) 
10/6/59; (Henson) 24/6/59; (Petersham) 15/9/59; 
(Riverside) 14/7/59; (Stanmore) 20/10/59. 

Mulwaree (‘‘A’’) 18/12/58; (‘B’’) 10/12/58; 
“C’"’ 17/12/58. Murray 1/1/59. 

Murrumburra 11/11/59. Murrurundi 1/1/59. 

Nambucca 1/1/59. Narraburra 1/1/59. 

Orange 5/12/59. 

Patrick Plains (‘‘A’’) 6/4/59; (“B’’) 7/4/59; 

“C"') 10/4/59. Peak Hill 1/1/59. 

Peel (‘‘A’’) 21/11/58; (‘‘C’’) 21/11/58. 

Penrith (First) 29/6/59; (Second) 
(Third) 9/10/59. 

Rockdale (First) 17/6/59: (Second) 21/7/59; 
(Third (22/9/59); (Fourth) 3/6/59. 

Scone (Formerly Upper Hunter) 1/1/59. 

Severn 1/1/59. 

Shoalhaven (‘‘B"') 13/10/59; (‘‘C’’) 21/8/59; 
“D"’) 10/7/59; (E"’) 4/6/59. 

Snowy River 1/1/59. 

Tamworth (Peel “‘D’’) 4/12/58. 

Tamarang 1/1/59. 

Tenterfield M’Pty. 1/1/59. 

Terania (‘‘A’’) 24/6/59. 

Timbrebongie 1/1/59. 

Turon (‘‘A’’) 15/12/58; (“‘B’’) 10/12/58; (“C") 
15/12/58. 

Warringah (‘‘A’’) 9/12/58. 

Waverley (Bondi) 1/9/59; (Hunter) 22/10/59; 
(Lawson) 10/6/59; (Waverley) 14/7/59. 

Windouran 1/1/59. 

Windsor (First) 8/7/59; (Second) 27/8/59. 

Wingecarribee (‘‘A’’) 21/7/59; (“‘B’’) 22/7/59; 
(C"’) 31/8/59; (D"’) 1/7/59. 

Wollondilly (‘‘A’’) 19/8/59; (“B’’) 20/3/59; 
(“C"’) 23/4/59. 

Wollongong (Fifth) 19/11/58; (Sixth) 12/11/58; 
(Seventh) 26/11/58; (Eighth) 17/12/58; (Ninth) 
9/12/58; (Tenth) 5/11/58. - 

Yanko (‘‘A’’) 15/7/59; (‘‘B’) 4/9/59; (“C”) 
5/8/59. 


(Lawson) 


3/9/59; 
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PROFESSIONAL NOTICES 


Rate per line 5/-; minimum per insertion 15/-. 


OPPORTUNITY—Young public accountant 
with rapidly expanding practice requires the 
services of a young qualified or near-qualified 
accountant with a view to partnership. The 
advertiser envisages a twelve months’ pro- 
bationary period and thereafter a partnership 
which, in the first year, should return the 
successful applicant an income approaching 
£2,000 and over £2,000 in subsequent years. 
Consideration will only be given to persons 
under 28 years who are energetic, personable 
and enthusiastic for a future in public ac- 
countancy. Please address enquiries to Ac- 
countant, P.O. Box 59, Rockdale (N.S.W.) or 
phone 59-4348. 


PRACTITIONER with office space in Rock- 
dale invites enquiries from other practitioners 
with a view to an overhead sharing arrange- 
ment. Complete secretarial and receptionist 
services will be available as well as other 
facilities required for the conduct of a public 
accountant’s office. The advertiser has space 
available for two other accountants, and be- 
lieves that a sound arrangement could be 
made with other practitioners with fees from 
£1,000 to approximately £6,000 p.a. Please 
address enquiries to Accountant, Box 59, 
Rockdale (N.S.W.) or phone 59-4348. 


PARTNER SOUGHT—Fellow with estab- 
lished specialised practice and suite of offices 
in Melbourne, would be prepared discuss 
partnership or working arrangement with 
qualified accountant having some practice and 
preferably under 35 years of age. Reply No. 
603, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


TAXATION—Ambitious qualified account- 
ant, aged 26, married, with extensive audit ex- 
perience, wishing to further taxation experience, 
seeks position with definite prospects of further 
advancement, city or country. Write No. 604, 
c/- Australian Society of Accountants, G.P.O. 
Box 457F, Brisbane. 


_PUBLIC ACCOUNTANT with centrally 
situated offices in Melbourne and specialised 
pastoral practice, seeks young qualified ac- 
countant prepared to enter into joint working 
arrangement with view to ultimate partner- 
ship. Reply No. 607, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


FOR SALE—Accountancy practice—taxa- 
tion and secretarial. Gross fees £8,000 per 
annum. Low overhead. Excellent offices well 
situated in city. Terms available. Reply Box 
No. 612, c/- Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 
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QUALIFIED ACCOUNTANT in Brisbane 
has time available to assist practitioners even- 
ings and week-ends. Reply No. 605, c/- Aus- 
tralian Society of Accountants, Wharf Street, 
Brisbane. 


ACCOUNTANCY—Gentleman required, 
fully qualified and practical accountant, es- 
sential to be experienced especially in farmers’ 
accounts, taxation and small proprietary com- 
panies. 

Competent to undertake management of 
soundly established and expanding practice, 
prospects purchase. 

Salary £1,500. 

Applicants are invited to forward personal 
details to: 

R. E. J. Wood, Public Accountant, P.O. Box 
6aa, Griffith, N.S.W. 


ACCOUNTANT—Fellow requires position 
with definite offer of partnership or purchase 
of practice after six months. Experienced and 
qualified to carry out all phases management 
accounting, investigations, implementation of 
accounting and administrative procedures, etc., 
general audit and advisory work in various 
fields of industry and commerce. Replies to 
No. 609, c/- Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


ACCOUNTANT AND OFFICE MAN- 
AGER—A qualified accountant is required to 
take charge of sales accounting and to control 
staff in the head office of a leading suburban 
motor distributor (Illawarra District), en- 
gaged in sales and servicing of Volkswagen 
passenger and commercial vehicles. 

The successful applicant will be required to 
have proven experience in mechanised account- 
ing procedures, the control of appliance stock 
movement, office management, staff training 
and control. 

This is a senior position, and the company 
is prepared to pay a generous salary in keeping 
with the successful applicant’s experience and 
ability; it will not be less than £1,500 per 
annum, in addition a company vehicle will be 
made available. 

Written applications will be treated in the 
strictest confidence. They should contain all 
necessary particulars, phone numbers, etc., 
and be addressed to: 

Accountant and Office Manager, Box 2995 
G.P.O., Sydney. 


WANTED TO PURCHASE—Practice or 
part practice in Melbourne or country. Reply 
to Box No. 611, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 
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We invite applications for appointment to 
our Consulting Staff from 
ACCOUNTANTS, 
ENGINEERS, ECONOMISTS, 
MARKETING SPECIALISTS. 


P.A. is a leading firm of management con- 
sultants operating in the U.K., Canada, U.S.A. 
and throughout Australia and offers a career 
of exceptional interest and responsibility. 

QUALIFICATIONS: Applicants should be 
30 to 35 with a university degree and several 
years’ executive experience. 

TRAINING: All consultants receive ex- 
tensive full time training in production, man- 
agement accounting and marketing. 

REMUNERATION: The salaries paid are 
designed to attract and hold men of outstand- 
ing worth. Opportunities to advance to top 
level incomes are exceptional. 

Applicants should send full details of qual- 
ifications and experience to:— 

Regional Director, 
PERSONNEL ADMINISTRATION 
PTY. LTD., 

50 Miller Street, North Sydney, N.S.W. 
Also at Melbourne, Adelaide, Brisbane, Perth. 


YOUNG ACCOUNTANT required with 
public accounting experience preferred, for 
partnership in large established country ac- 
counting business. Replies No. 608, c/- Aus- 


tralian Society of Accountants, 22 Grenfell 
Street, Adelaide. 


ASSOCIATE wishes to purchase practice 
in or near Melbourne. Fees to £3,000 or 
slightly higher. Replies to No. 610, c/- Aus- 
tralian Society of Accountants, 37 Queen 
Street, Melbourne. 


COMPANY SECRETARY required by pro- 
gressive engineering company in western sub- 
urbs of Melbourne. 

The appointee must be a qualified account- 
ant, possess administrative experience, and be 
capable of controlling a small office staff. 
Experience in a similar position would be an 
advantage. 

An attractive salary will be paid to the 
right man, in accordance with ability and 
experience. Age contemplated is 30 to 35 
years. 

Application, in writing only, containing 
details of age, qualifications, and experience, 
and accompanied by copies of references 
should be made to Butler, Fanning & Co., 
Chartered Accountants, 64 Nicholson Street, 
Footscray. 


RECORDON dictating machines (two) com- 
plete with portable stand and accessories. 
Apply Country Fire Authority, Purchasing 
Officer. Phone 41-4101. 
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ACCOUNTANT 
required by 


Firm of Adelaide chartered accountants 
with offices in principal cities throughout the 
world. 

Duties will include management services, 
costing and budgetary control systems, finan- 
cial investigations and office procedure sur- 
veys in addition to other functions of a 
chartered accountant’s office. 

Applicants to be 30-40 years of age and 
hold an appropriate university degree or be 
a member of a recognised accountancy in- 
stitute. Practical experience in industry for 
several years is essential. Must have ability 
to express himself orally and in writing and 
be quick to grasp the import of situations. 

Commencing remuneration will depend on 
qualifications and experience but should not 
be less than £2,000 per annum. 

Please apply in writing and in strict con- 
fidence to: 

DAVID FELL & CO., 
Chartered Accountants, 
Savings Bank Building, 

97 King William Street, Adelaide. 


SOCIETY MEMBER desires to augment 
his practice by purchase of small or par 
practice preferably though not necessarily in 
the Eastern suburbs. Immediate cash settle- 
ment. Phone Bayswater 880 or write No. 606, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


ACCOUNTANTS—An established account- 
ancy firm in the city invites applications from 
qualified accountants who would be interested 
in merging with us on a partnership basis. 

This is an outstanding opportunity for the 
right type of person to become a partner in 
a go-ahead firm with gross fees of approxi- 

mately £16,000. 

Applicants must be fully qualified, aged 
21-30, of good appearance and with sound 
all round experience in public accounting. We 
prefer applicants who have a minimum of 
£1,500 in fees to contribute as their share, 
however, this is not an essential qualification. 
Reply to P.O. Box 1242L, Melbourne, C.|1. 


ACCOUNTANT—Qualified or near-quali- 
fied, required by small but growing public 
accounting practice. An excellent opportunity 
for suitable applicant. Reply No. 596, c/- 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


PUBLIC ACCOUNTANT would like 
employ a qualified member, with a view 10 
partnership in the near future. An appointment 
may be arranged to fully discuss the position. 
Reply No. 597, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 
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ACCOUNTANT 
Applications are invited for the position of 
SENIOR LECTURER 

in the DEPARTMENT OF ACCOUNTANCY 

SALARY—£1741-£1766 p.m. (including 
the prescribed allowance). A qualifications 
allowance of up to £75 p.a. may also be 
payable. Intending applicants should secure 
from the Principal a schedule showing duties, 
qualifications required, and conditions of the 
appointment. 

Applications close 7 March. 

ROYAL MELBOURNE TECHNICAL 

COLLEGE, 
124 Latrobe Street, Melbourne. 


METHODS SALESMA N—Australia’s 
largest methods house and business form 
printers will consider applications for a special 
systems salesman, able to discuss methods 
at executive level. Initial training given be- 
fore assignment to territory in Sydney and 
suburbs. The appointment offers strong crea- 
tive interest, variety, excellent prospects and 
security in an expanding division. 
Salary and commission, car 
superannuation. 

Application in own handwriting stating 
qualifications and experience should be made 
to the Sales Manager, Lamson Paragon 
Limited, 14 Forrester Street, Kingsgrove, 
Sydney. 


allowance, 


FOR SALE: Tax and Accountancy Practice. 
Fees near £3,000. Low rental, good expansion 
prospects, established office, 25 miles Mel- 
bourne. Reply offer. Accountant, 19 Austin 
Street, Ferntree Gully. 


WANTED TO PURCHASE—Practising 
public accountant wishes to purchase practice 
or part practice in Sydney or western suburbs. 
Top price paid for suitable Audit Fees. 
UA 1971. 


PRACTICE FOR SALE—Northern N.S.W. 
Gross fees approximately £5,400 p.a.; terms 
available—comfortable cottage to be sold with 
practice. Apply No. 613, c/- Australian 
Society of Accountants, 5 Bligh Street, Syd 
ney. 

FINAL, STUDENT of Chartered Institute. 
tax agent, fully experienced, desires position, 
small office or sole practitioner preferred. View 
of partnership or purchase after qualification. 
Capital available. Sydney, suburbs or near 
country. Reply No. 614, c/- Australian Society 
of Accountants, 5 Bligh Street, Sydney, 
N.S.W. 


WANTED URGENTLY, advanced inter- 
mediate or final accountancy student, prefer- 
ably with public accountancy experience. Ex- 
cellent prospects for energetic and ambitous 
young man. Apply with references to F. W. 
Johnson & Co., Public Accountants, P.O. Box 
375, Albury. 





e ACCOUNTANCY 


smooth operation of IBM equipment. 


excess of £3,000 p.a. 


including ‘phone numbers, to:— 





TRAINEES Consultants 
IBM AUSTRALIA PTY. LTD. 


Recognised World Leaders in the use of Electronic Data Processing Equipment in Mechan- 
ised Accounting and Office Automation, require a number of fully or partially qualified 
men in the age range 20 to 30 with backgrounds in 


e COMMERCE 


DUTIES: Successful applicants will be given intensive training in the use of IBM equip- 
ment and procedures. After training they will represent the Company at a high level, 
dealing with clients on a consulting basis in matters concerning the use, installation and 


QUALIFICATIONS: Good educational background, ability to impress people favourably, 
and a sound business sense, preferably with some practical accounting experience. 
Experience in the use of IBM equipment is not necessary. 

CONDITIONS: After training, successful applicants can quickly command incomes in 


This is an unique opportunity for young men of ability and ambition to establish them- 
selves at the nerve centre of the modern trend towards automation. 
APPLICATIONS: Confidential. Please apply in writing giving all relevant particulars 


“TRAINEE CONSULTANTS,” 


J. R. COGHLAN & CO. PTY. LTD. 


Consultants to Management 
139 Blues Point Road, NORTH SYDNEY, N.S.W. 
It is our policy to consider ALL applications received. 


e ECONOMICS ~~ e STATISTICS 
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COACHING 


A.S.A., LC.A., Board 
in Accounting Theory and Practice 
ALL SUBJECTS FOR EACH GRADE OR STAGE 


Honours Results 


October, 1959 Examination Results of The Australian Society of Accountants 
place Miss M. E. Kennedy (one of the L. W. Chant Tutorial College students) 


Ist N.S.W. 
3rd Australia 
Accounting and Auditing — Stage I. 


Personal Individual Instruction is available now — it could mean a lot to you 
or those known to you who are studying Accountancy. 


L. W. CHANT, Coaching Specialist 
Hosking House, Penfold Place, Sydney. Phone: 28/ 1596-7. 











LISTEN 


to the NEW 
PYROX Magictape Recorde 


Everything sounds super on the now He 
Magictape recorder... everyt 
just the bed you veceréed it. 
tore to — = ty favourite re 


DATA CONTROL te fiuch ‘aual 


(R. 3. JELBARTD Check these NEW 
18S XING STREET, MELBOURNE Magictape features 
MU 7320, MU 7329 © 3 speeds — 1]”, 32”, 
: + Py faye 
Exclusive Australian Agent for ine time per tape. 


Twin speakere—for 
balanced tone. 


CALCULATORS Cording position in- 


I [ iden 1.D.P. EQUIPMENT || * ftmaczvine: tas 


Separate Baes and 


FOR SALES AND SERVICE PHONE a 


SYDNEY ADELAIDE BRISBANE 

pn rer as 5019 PYROX LTD. 

PERTH CANBERRA HOBART 14-36 Queensberry St.. Melbourne. 

BA 7288 78-784 2-2688 ‘7-51 Parramatta Rd.. Concord, Sydney 3 
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Ist & 2nd MORTGAGES 


Arranged promptly on Real Estate. Up to 75% of 
valuation. Up to 15 years’ terms, with monthly 
repayments. Repayment chart available 


on request. No life cover required. 
6% FLAT P.A. F mond p-a. my Schedute 


ASSOCIATED SECURITIES LIMITED 


“Financing industry & Tronspertetion Since 1926” 


SYDNEY: “The Wales House,” 27 O'Connell 
Street. BL 5281. 

a Prudential Building, 6 Queen Street. 

MELBOURNE: Alliance Assurance Bidg., 408 
Collins St. MU 4057. 











j / 
EASY Counr bad 


AMPLION/a 
Sia Pry. ¢ ‘To. S 
YON Y a 
freaces 24 Semmes os Teun 


The dawn of a new era in 
sorting, counting, stacking 
and banking of metal 
money. 
At long last this slow and tedious problem is 
solved. All denominations of silver and copper 
are taken care of. 


An economical and practical necessity for every 
type of business—large or small. 


SAVES TIME + ENSURES ACCURACY + AUTOMATISES COUNTING 


A boon for clubs where poker machine devices operate. Supplied complete with six assorted 
clips to take care of all size coins. 
Price: £4/4/6 (Sales Tax inc.). Spare clips, per doz: 18/- (any size). 


: Material: Weight: 
Base — 91/4” x 7” x 2”, Clips— Base — Plastic (Phenolic), Clips, Complete with clips in carton — 
according te size of coins. Plastic (Nylon). 15¥2 ounces. 


Manufactured in Australia under Licence (Patent Nos. 204481 — 29300 — 57) by 


AMPLION (A’SIA) PTY. LTD. <s#eewweSoner ‘torus 


Phone: LA 6124. 
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Whatever your typing requirements... 
There’s a quality Olympia Typewriter to suit your purpose. With modern 
precision built Olympia typewriters every office typing task is quicker and 
easier. Correspondence is clear and attractive. Work is never delayed by 
mechanical breakdowns. 

Olympia is the only typewriter with a 3-year Guarantee. 


For free demonstration contact: 


HEAD OFFICE: OLYMPIA TYPEWRITER CO. (AUST.) PTY. LTD. 
360 Kent Street, Sydney. Phone 29-2057-58 


BRANCH OFFICE: OLYMPIA TYPEWRITER CO. (AUST.) PTY. LTD. 
133 William Street, Melbourne. Phone MB 3206 


ZF BRISBANE: 290 Adelaide Street. Phone 31-1011 
vy, ADELAIDE: LENROC LIMITED, 211-215 Pulteney Street 
PERTH: LAMSON PARAGON (W.A.) LID., 37-45 Pier Street. Phone 23-2591 
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A BOOK WITH 30 
TIME-SAVING PAGES 


It’s not entertaining . . . it’s educational 
only in a sense — but for downright con- 
venience you'll find an E.S. & A. cheque 
book the best book you ever owned. Every 
page will save you time . . . each page is 
a permanent record for personal budget or 
tax. It tells to whom, when and how much 


you paid. 





Have a chat with your nearest E.S. & A. 
Bank manager, he will gladly give you details 
of how an E.S. & A. cheque account can 
help you in many ways. He will also explain 
to you the many other services — including 
H.P. Finance through Esanda Limited — 
which the E.S. & A. offers. 





P.S. — E.S. & A. cheque books are avail- 





able in various sizes from 30 to 480 pages. 


©. 5.&A. BANK 


Established 106 years 
THE ENGLISH SCOTTISH & AUSTRALIAN BANK LIMITED 


(incorporated in England) 
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Cutting costs is our business 


CLASS 1250 SERIES 


A line of machines for general office and systems duplicating where quality, speed ond 
volume are determining factors. Reports, bulletins, all kinds of communications and ruled 
forms, fine stationery, illustrated odvertising and promotion material con be produced in 
color, if desired, on the Class 1250. A wide selection of ouailiary equipment is availoble 
to enable you to equip a Class 1250 Model to your exact requirements. 

MODEL 1260. Engineered to duplicate different sizes and varying weights of poper, 
cards, envelopes and folders consecutively without machine adjustment 

MODEL 1275. A unit requiring but one operation to double machine production on many 
kinds of duplicating. Runs two different colors simultaneously —two colors on the same side 
of the sheet, or o different color on each side of the sheet or the some color on both sides. 


Addressagraph - Multigraph of Australia 


PROPRIETARY LIMITED 


BRANCHES— MELBOURNE SYDNEY CANBERRA NEWCASTLE GEELONG 
MY 1491 BX 7031 J 1095 MA 1040 95592 


DEALERS— BRISBANE ADELAIDE PERTH HOBART ALBURY 
31-1011 W 4994 BF 3578 BA 4357 22-688 1765 
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RIGHT ON THE VERY TOP 


- the features of ADDO-X 


SIMPLIFIED BOOKKEEPING MACHINES 


The “BRAIN” of the Vital time-saving magic 
machine automatically “QNE-KEY” operation : 
produces the right 
operation : This simple “one-for- 
The selector has four @ll” key makes ADDO-X 
sides, to accommodate faster, smoother, the 
four different account- easiest to use account- 
re agp gre ing machine ever de- 
ADDO-X automtically S!ned. All operations 
reduces accounting are automatic with this 
work. one key, 

















MAGIC ONE KEY OPERATION 


. 
«*® % ; 


ST ? 


COMPLETE INSTALLATION & SUPERVISION 


CALL CHARTRES NOW — FOR A DEMONSTRATION stances sv our srstens srecuuists 
CHARTRES SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 YEARS 


AUSTRALIA SALES and SERVICE IN ALL STATES 
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OFFICE EQUIPMENT | "| | 


Full range of Standard Sizes 
always in stock, also . - 


ANY rt 


Mack 


We are specialists in all types of || 


Stee! Equipment—let us quote you! | -=—=———— 
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ce ahi division of 


——— 
COOK & HEATHCOTE [: 


Note New Address 


399 LT. COLLINS ST., MELB. Tel. 











The Pentabbet 


ONE 
WRITING 
SYSTEM 


plus 


STANDARD 
FORMS 


FOR— 


@ RECEIPTS — 
DEPOSIT 


@ PAY ROLL 
@ CHEQUE WRITING 4 
© DEBTORS OR PURCHASE LEDGERS © 


L. W. BAGLEY PTY. LTD. 


245 PACIFIC HIGHWAY, NORTH SYDNEY. XB 
172 BOUVERIE ST., MELBOURNE, N.3. FJ 


Price £12-10-0 


CASHBOOK & BAN 








NEW 
PRESTO-PLIO 
Electric Folding Machine 


Folds — Conveys — Stacks 
Any Fold... 


Phone or Write... 
L, W. BAGLEY PTY.LTD. MACDOUGALLS Pty, Ltd. 


Any Stock . . : Automatically 


SYDNEY, 
ADELAIDE, 
AGENTS ALL STATES 


SYDNEY 


MELBOURNE BRISBANE 




















Agents througheut Cemmenwealth and 
Zealand. Aliso in Londen and New Y 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffe 


Member ef the Steek Exchange of Meibe ' 
STOCK EXCHANGE BUM BDINGS 


422, 426 Little Collins Street, Melbourne, 
Telephone; MU 9171 (5 lines) 








MELBOURNE, 











PHOTOSTATS 


Quick. Accurate, Economical 
Copies of Charts, Deeds, Tax 
Forms, Contracts, Wills, etc. 


COPYING COMPAN 


BW 5603. ® 28 Martin Place, SYDN 
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